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Nebraska’s UI Connect Project – Executive Summary

UIConnect is a Government to Business application that provides Nebraska employers with secure, internet based options for filing quarterly Unemployment Insurance Tax and Wage Reports.  The UIConnect project returned 347% on investment during the first year of operation.  Employer use of the application exceeded planned levels within fifteen months of initial pilot.  Error rates decreased and the availability of data for decision making significantly improved.  The application (including a “tour” that does not require login) may be viewed at www.nebraskaworkforce.com.

Requirements for submission of employee wage records as part of the quarterly Unemployment Insurance process make Tax and Wage Report filing significantly more complex than many tax applications.  Nebraska, a relatively small state with 45,000 Unemployment Insurance covered employers, collects approximately 1,043,000 wage records each quarter as part of the process.  UIConnect allows employers to submit those records electronically, through a simple file transfer process.  In addition, the application performs the complex tax calculations automatically, significantly reducing employer burden and a primary source of error.  

The broad functionality of UIConnect has led employer use to exceed 12% in the first fifteen months of usage. The application provides employers the opportunity to; 1) electronically file quarterly reports, 2) electronically transfer wage detail files, 3) pay any taxes due electronically, 4) apply online for new business accounts, 5) update account information online, and 6) review five years of past tax report filings over the web.  Current projections expect 20% of all tax and wage filings in Nebraska will be submitted over the web in coming years.

UIConnect is an innovative approach to providing options to the business community.  The application was one of the first web-based tax and wage reporting systems in the U.S., and is unique in the broad functionality available.   Nebraska has received numerous inquiries from State Employment Security Agencies interested in the concepts and interested in sharing the code.  

The application provides a convenient method of filing taxes (reports have been received at all hours of the day and night, and every day of the year).  Employers who use UIConnect save significant time meeting their reporting obligation (at current usage, Nebraska employers using UIConnect save $424,000 annually in report preparation costs).  File transfer of wage data reduces employer burden, reduces state agency costs, and eliminates errors in obtaining data.  Electronic payment options simplify transaction processes and eliminate delay in deposit of taxes paid.

The UIConnect project presented unique technical challenges and opportunities to the State of Nebraska.  Business requirements for real time update of data, and the desire to provide extensive historic records on-line required development of a highly functional, highly secure web based application.  That application was required to talk in real time and in a secure manner with OS390 based applications.  Nebraska Workforce Development and Nebraska’s Information Management Services Division formed an inter-agency team of application developers and technical experts to create this unique application.  The project was completed by Nebraska Workforce Development – Department of Labor and Nebraska Information Management Services Division over a total six-month planning and development period. 

Goals of the UIConnect project were easing tax filing burdens, improving accuracy and availability of data, and lowering the expense of processing the quarterly Unemployment Insurance Wage and tax filings.  Fifteen months following pilot implementation those goals have been met and surpassed in Nebraska.

Nebraska’s UI Connect Project – Written Justification
Description of Project

Overview - Nebraska Workforce Development – Department of Labor, in July 2000, identified a business community need for secure Internet based options for Unemployment Insurance Tax filing.  The project called for easing filing burdens, improving accuracy and availability of data, and lowering the expense of processing the quarterly Unemployment Insurance Wage and Tax filings required of most businesses in the State.  The project resulted in a web-based application named UIConnect.  The application (including a “tour” that does not require login) may be viewed at www.nebraskaworkforce.com.

Need - Approximately 45,000 Nebraska employers are required to file Unemployment Insurance Wage and Tax reports with Nebraska Workforce Development – Department of Labor each quarter.  The Wage Detail Report portion of the filing requires submission of a listing of all individuals employed and wages paid to each individual during the quarter.  The Tax Report includes a calculation of total wages paid, identification of wages paid in excess of the amount on which tax is due, and calculation of the taxable wage base.    Historically the taxable wage calculations have been difficult for employers.   Miscalculation can result in over- or under-payment of tax liability (along with penalty and interest charges).   Inaccurate or missing data in Wage Detail Reports delay the availability of wage records used to calculate benefit entitlements for Unemployment Insurance, as well as other human services programs.  Data entry of 1,043,000 wage records received each quarter causes a three-month delay in availability of data.

Description - The UIConnect application provides Nebraska Employers new options for meeting their quarterly Wage and Tax Report obligations.  Employers may fulfill all their registration, reporting and payment obligations electronically if they choose.  Traditional paper filing alternatives remain available to employers who prefer that method.   Electronic filing features include;

· Electronic filing of quarterly reports.  Employers may file a Combined Tax and Wage Report, or choose to file either a Tax Report only, or a Wage Report only.  In addition, employers with a seasonal workforce may use the Zero Payroll Report option, providing a quick way to report no payroll activity.  Reports provide instant calculation of excess wages and taxes due, automatic application of any credits on file, and electronic confirmation of filing.

· Electronic transfer of Wage Detail files.  Employers may choose to enter employee names, social security numbers, and quarterly wage details individually, they may populate the Wage Detail report with previous quarter payroll information and update with changes, or they may transfer Wage Detail data directly from a spreadsheet using the FTP option.  Employers ranging in size from one employee to 12,000 have used the FTP option. 

· Electronic payment of taxes due.  Employers may choose two methods of payment.  UIConnect will provide a voucher, which may be printed and mailed along with payment, or employers may choose to make payment electronically, choosing the date for automatic withdrawal from their checking account.  Electronic payments have ranged from $0.09 to $56,000

· On-line applications for and updates to Unemployment Insurance Accounts available on demand

· Past quarterly Tax Reports (up to five years) are instantly available on-line for review.

The UIConnect project presented some unique technical challenges and opportunities to the State of Nebraska.  Business requirements for real time update of data, and the desire to provide extensive historic records on-line required development of a highly functional, highly secure web based application.  That application was required to talk in real time and in a secure manner with the OS390 based applications and data that the Unemployment Insurance Tax systems utilize.  Nebraska Workforce Development and Nebraska’s central Information Management Services Division formed an inter-agency team of application developers and technical experts to create this unique application.

Length of time in operation - The project began in July 2000.  Development of the application was completed by January 2001.  Following a pilot implementation, UI Connect was phased-in from April to October, 2001.  Additional functionality including file transfer (FTP) capability and electronic payment alternatives were added in January and April 2002.

June, 2000 – Identification of need

June – December 2000 – Application design and development

June – December 2000 – Business community input and review obtained

January 2001 – Pilot implementation (240 Nebraska Employers)

April 2001 – Phase 1 implementation (7,000 Nebraska Employers)

July 2001 – Phase 2 implementation (14,000 Nebraska Employers)

October 2001 – Final implementation (45,000 Nebraska Employers)

January – April  2002 – File Transfer and Electronic Payment functionality added

Significance of the Improvement to the Operation of Government

Nebraska, like many states, has set specific goals to improve and expand the availability of E-Government services to business.  Specific improvements in the operation of government obtained through implementation of UIConnect include; 1) improved market acceptance for E-Government services, 2) businesses decide when they interact with Government, 3) provision of services that meet the needs of a diverse range of customers, 4) enlargement of choices available to customers, and 5) improved efficiency in program administration.

1) UIConnect has improved market acceptance for E-Government services – During the planning stage Nebraska Workforce Development set a goal of obtaining 10% of quarterly wage and tax filings electronically within a 24-month period.  The goal was met within six months of final implementation when 12% of tax and wage filings were submitted through UIConnect.  In the April, 2002 filing, 4,553 reports were received electronically (1,250 of those were first-time users).  The April filing statistics represented a 20% increase in electronic filings over the previous quarter.

2) UIConnect allows business to decide when they interact with Government – UIConnect customers are no longer tied to the 8 a.m. to 5 p.m. schedule of a Government workforce.  During the 15 months since the pilot implementation, tax and wage filings have occurred at every hour of the day (and night) and on every holiday.  (Program administrators did note that there were no filings during the Rose Bowl telecast in January 2002 – when the Nebraska Cornhuskers competed for the national championship!)  During the April 2002 filing period 329 reports (7% of the total) were filed on weekends.  

3) UIConnect provides e-government services that meet the needs of a diverse range of customers – Employers filing Tax and Wage Reports over the fifteen months of operation range in size from a single person payroll, to an employer with 12,000 employees.  In the most recent quarter, 4,061 of employers using UIConnect employed fewer than 100 people, 97 had 100 to 1000 employees, and 25 employed more than 1,000 workers.  Taxes paid electronically range from $.09 to over $56,000.  The filing options available meet the needs of a wide range of business customers.

4) UIConnect enlarges choices available to customers – Unemployment Insurance Tax transactions may occur on-line, or through the traditional paper process. In the most recent quarter 12% of customers chose to use electronic filing.  Of those that electronic filers who owed tax, 23% chose to use an electronic option for making payment.  Over $750,000 in tax payments were received electronically during the first quarter the option was available.  The option of providing Wage Reports through an electronic file transfer became available in January 2002.  Over 118,000 wage items from 135 employers were transmitted during the first quarter this option was available.  Customers reported they “prefer this method to any previous option”.  New businesses, or those new to Unemployment Insurance coverage, now have the option of registering for an Unemployment Insurance account number either on-line or using traditional paper methods.  In the first fifteen months of operation, over 1,000 Nebraska businesses chose to use the electronic registration option.  All businesses have the opportunity to update their account information on-line as well as traditionally.

5) UI Connect offers improved efficiency in program administration – Cost savings and efficiencies are outlined in detail in the following section.  .  Significant efficiencies that are less calculable include the instantaneous accessibility of information gathered on-line.  New account registrations are available immediately, not five to ten days after submission.  Data regarding wages paid used in calculation of Unemployment Benefits, as well as for other benefit programs that make use of the wage data, is current and accurate, reducing errors and allowing programs to more accurately meet public needs. 

Benefits realized by service recipients, taxpayers, agency or state 

“Filing on line was easy.  (The) web site was easy to navigate and instructions were clear and concise…Great innovation – Keep it up!”   Marta G. Nelson, Accounting Plus, Wayne, NE

“Great job…easy to use…Clear Instructions.  Thanks…It makes my job easier, more efficient and quicker… Way to go… Two thumbs up.”  Marty Wardman, CM Wardman & Associates, Placentia, CA

“This was SO easy.  It saves me a lot of time because you do all the computations.  Wonderful!” 

 Elise Parish, Parish Enterprises Incorporated, Omaha, NE

Employers and Nebraska Workforce Development both achieve significant dollar savings when UIConnect is used to complete quarterly Tax and Wage Reports.  Some significant benefits are not as easily calculated.  The value of being able to complete Tax and Wage Reports at any time of the day or night, any day of the year isn’t easily reduced to dollars, but is a tangible benefit.  Electronic submission through UIConnect makes records available to decision makers immediately.  Data entry of traditional Wage Reports typically lags receipt by three months.  (Over 1,043,000 employee records are collected each quarter.)   Electronic filing makes data available immediately. The value of better decisions regarding benefit payments and of reduced error rates are difficult to quantify, but provide real benefits to employers, to citizens receiving benefits, and to Nebraska Workforce Development.  

Specific dollar savings employers realize through use of UIConnect include;

· Electronic filing of Wage Reports – Staff time saved in collecting employee wage data, entering information into forms, verifying data, copying, mailing, etc. is estimated at 30 minutes each for 4,553 reports filed in the most recent quarter.  Total Nebraska employer time saved per quarter is 136,590 minutes.  Time saved annually is 9,106 hours.  Bookkeeping, accounting and auditing clerks in Nebraska earn an average hourly wage of $11.64.  Total employer savings from electronic filing of wage reports is estimated at $105,994 annually.

· Electronic file transfer (FTP) of wage reports – 135 employers submitted an average of 543 wage items each using FTP in the most recent quarter.  Those employers saved time in collection of data, transfer of data to other media, review of data, copying, mailing and other costs.  Estimated employer savings for FTP of 543-wage item report is four hours.   Savings for the most recent quarter (135 employers x 4 hours) totaled 540 hours.  Annualized savings of 2,160 hours at an average bookkeeper salary of $11.64 are $25,142.

· Automated Tax Report Preparation and Calculation – Preparation of the Tax Report includes somewhat difficult calculations of gross, excess and taxable wages paid, not just during the quarter but also on a calendar year basis.  Use of UIConnect automates the task, saving an estimated at 1 hour each for 4,553 reports filed in the most recent quarter.  Total Nebraska employer time saved per quarter is 4,553 hours.  Time saved annually is 18,212 hours.  Bookkeeping, accounting and auditing clerks in Nebraska earn an average hourly wage of $11.64.  Total employer savings from electronic filing of wage reports is estimated at $211,988 annually.

· Electronic Payment option – Employers who use the electronic payment option avoid the costs of check preparation, verification, mailing, bank costs, and others.  Estimated timesaving for the 942 submissions in the most recent quarter is 20 minutes.  Total Nebraska employer time saved per quarter is 18,840 minutes (314 hours).  Annualized savings of 1,256 hours at a bookkeepers average salary of $11.64 are $14,62

·  New Account Applications – On-line application for new Unemployment Insurance account is significantly less time consuming than making a traditional application.  UIConnect will not ask questions that aren’t applicable to a particular employer, based on their responses to earlier questions. Estimated timesaving for each new account application filed electronically is 25 minutes.  In the last fifteen months, over 1,000 employers have completed electronic applications for new accounts.  At an annual rate of 800 new applications, each saving 25 minutes, Nebraska employers saved approximately 333 hours by utilizing UIConnect.  At the bookkeeper $11.64 salary rate, annual savings total $3,880.

Nebraska Workforce Development also realizes significant administrative savings when employers use UIConnect;

· Data entry of Wage Reports – During the most recent quarter, 118,218 wage items were collected electronically through UIConnect.  Nebraska Workforce Development saved 400 hours of data entry for those reports.  Annualized savings for 1,600 hours of data entry at an average salary/benefit of  $8.98 is $14,367.

· Wage Report Error Correction – Entering the 1,043,000 plus wage records submitted on paper is a massive task with a known error rate.  Nebraska Workforce Development commits one Accountant I level staff member to balance accounts on a full time basis.  Electronic submission of reports eliminates errors generated by Department data entry.  At a current electronic submission rate of 12%, savings on error correction total 12% of an Accountant I salary.  Entry level pay/benefit for the position is $28,542.  Annual savings (at 12% of salary) for error correction avoidance is $3,425.

· Tax Calculation Correction – Taxes owed are incorrectly calculated by approximately 4,500 or 10% of employers annually.  Amending each of those reports requires an average of 45 minutes work by Nebraska Workforce Development Accountant II’s.  Total workload is 202,500 minutes (3,375 hours)  annually at a salary/benefit rate of $16.25.  The total cost of corrections is $54,843 annually.  Use of UI Connect by 12% of filers reduces Nebraska Workforce Development costs by $6,581.

· Electronic Payment Processing – Payment of tax liability by electronic transfer reduces workload of opening envelopes, preparing data entry forms, completing data entry, encoding treasury forms, preparing batch deposits, and transferring checks to the bank account.  Estimated cost for these functions for each non-electronic payment is $5.  The most recent quarter saw 942 electronic payments.  At an annualized level of 3,768 electronic payment submissions, savings from receipt of electronic payments is expected to be $18,840.

· Reduced processing time for deposit of payment – Electronic payment of tax liability allows Nebraska Workforce Development to gain an average of five days on deposit of funds.  During the most recent quarter, $750,000 was submitted electronically.  At a Treasury interest rate of 6.1%, those funds earned an annualized $2,507 in interest that wouldn’t have been otherwise realized.

· Opening new employer accounts – Employers who open new accounts through the UIConnect product provide more complete information and require less follow up to establish an account.  Nebraska Workforce Development saves an estimated 20 minutes on each new account opened through use of UIConnect.  Based on current UIConnect usage of 800 new accounts annually, estimated savings are 267 hours annually.  At the $16.25 rate for Accountant II staff, annual savings are $4,339.

· Delinquent Account Processing – Collection of delinquent accounts requires field representative contact with employers, as well as activity by accounting staff.  During the most recent quarter, 362 delinquent accounts were settled through use of UIConnect at an average combined savings of 30 minutes for Tex Field Representatives and Accountant II staff.  At an average salary of  $17.47 and annualized time savings of 724 hours, annual savings total $12,481. 

Return on Investment

· Costs - Total development costs for UIConnect, including both creation of the initial product, and enhancements added during the life of the application were $309,670.  Annual maintenance in the first full year of operation was $60,240.  

Development Costs

Annual Maintenance Costs

Development Staff
$257,235

Maintenance Staff
$41,000

Hardware/Software
$  52,435

Processing Costs
$19,240

Total
$309,670

Total
$60,240

· Savings – Annualized savings realized by customers and Nebraska Workforce Development based on the most recent quarter totaled $424,164.  At a current projected usage by 20% of Nebraska Employers, annualized savings will total $706,940

Employer Savings
Current
At 20% utilization

Electronic filing of Wage Reports
$105,994
$176,657

Electronic file transfer of Wage Report
$  25,142
$ 41,903

Automated Tax Report Preparation  and Calculation
$211,988
$353,313

Electronic Payment option
$ 14,620
$ 24,367

New Account Applications
$   3,880
$   6,467

SUBTOTAL
$361,624
$602,707

Workforce Development Savings
Current
At 20% utilization

Data Entry of Wage Reports
$14,367
$ 23,945

Wage Report Error Correction
$ 3,425
$   5,708

Tax Calculation Correction
$ 6,581
$ 10,968

Electronic Payment Processing
$18,840
$ 31,400

Reduced time to deposit
$ 2,507
$  4,178

Opening New Accounts
$ 4,339
$  7,232

Delinquent Account Processing
$12,481
$,20,802

SUBTOTAL
$62,540
$104,233

TOTAL ANNUAL SAVINGS
$424,164
$706,940

· Return on Investment – UIConnect development and maintenance are funded by employer tax dollars.  Returns on that investment include not only savings in Nebraska Workforce Development processing costs, but true savings in employer side tax payment processing costs.  The return on investment estimate assumes achievement of 20% usage by year three.

· Total costs of development of UIConnect were returned in 38 weeks of operation at current usage levels.  

· Costs of annual maintenance for UIConnect will be returned in the first 4.5 weeks of each year, at projected usage levels.


Year One
Year Two
Year Three
Year Four
Year Five

Costs






Amortized Development Cost
 $     61,934 
 $     61,934 
 $     61,934 
 $     61,934 
 $     61,934 

Annual Maintenance Cost
 $     60,240 
 $     66,653 
 $     73,067 
 $     73,067 
 $     73,067 

Total Costs
 $   122,174 
 $   128,587 
 $   135,001 
 $   135,001 
 $   135,001 

Savings






Workforce Development Savings
 $     62,540 
 $     83,386 
 $   104,233 
 $   104,233 
 $   104,233 

Employer Savings
 $   361,624 
 $   482,265 
 $   602,707 
 $   602,707 
 $   602,707 

Total Savings
 $   424,164 
 $   565,651 
 $   706,940 
 $   706,940 
 $   706,940 

Return on Investment






Annual Return
347%
440%
524%
524%
524%
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