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Background

*» In 1999 we began the design of the
processes that would help us reach the
targets in our Income Tax Reengineering
project.

= Web filing was a key element in meeting
some of the targets.

= Web filing supported the State’s and
Minnesota Department of Revenue’s stated
strategic directions for:

a Self Service

a Electronic Filing
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Web Filing Options

» Key and Send
o Essentially an electronic paper return.
Simple calculations
= Add/Subtract
» Tax calculation
o Relatively easy to build and maintain.

Taxpayer would have the option to send
information electronically or print and mail.

Limited value for Taxpayer and MnDOR.

O

O

O
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Web Filing Options

» Return Preparation Application
o Build the return based on the data entered.

a Performs all needed calculations based on the
taxpayers situation.

a We could build in edits where needed.
o Complicated to build and maintain.

o If done well, the return data would be much
more accurate than a data entered paper return.

a High value for Taxpayer and MnDOR.
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Direction

= Our preferred method was a Return
Preparation application.

o But:
= Too costly
= Too Difficult to Create and Maintain.
= We chose to pursue a Key and Send web file.

o Build in as may calculation and look-up features
as was reasonable.
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The BIG Problem

= The state of Minnesota has a law that
requires a taxpayer to attach a copy of their
Federal Income Tax return as part of their
Minnesota Income Tax Return.

o The information is needed for:
» Compliance activities
» Tax Research and Policy Development
= Financial and Budget Forecasting

* No one felt that taxpayers would key in all
their federal data.
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Search for Alternatives

= We worked with our Compliance folks and
developed acceptable replacements for the
federal return data they needed.

» We couldn’t come up with an alternative to
the Federal Return attachment that was felt
to adequately replace the needed information
for Research and Forecasting needs.

MINNESOTA- REVENUE

The Loophole

» Tele-file returns were exempt from the
federal attachment requirement.

» The more we explored it, the better we liked
it.
a Simple returns — good type to start with
a Known, but sizable population
a By Invitation Only with PIN numbers in place
a We could build a preparation application

= If we call it Web Tele-file do we get around
the fact that they might not be using a
telephone?
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Web Tele-file

= Same population as Tele-file
o Taxpayer’s choice.

= Developed the application so that it followed
same steps as regular Tele-file.

= Same PIN for either option, SSL on web.
= Same instruction booklet as Tele-file.
» The first year we had no publicity.

o We didn't even promote it prominently in the
instruction book.
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Login Screen

n the Web - Microsolt Internet Explorer provided by Minnesota Reven e
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Worksheet Screen
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Worksheet Totals
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Fan Mail

+ To: DORWEB.COMM@state.mn.us
- cc:
— From: GREGG ---—-- - @yahoo.com >
— Date: 01/27/2002 09:13:06 PM PST
- Subject: EXCELLENT JOB

+ 1 JUST THOUGHT I'D DROP A NOTE TO SAY HOW NICE IT WAS
TO USE THE INTERNET TO TELEFILE. IT WAS MUCH NICER
THAN USING THE PHONE. IT WORKED EXCELLENT. IT WAS
DONE QUITE WELL. THANK YOU!
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Success

» The first year we received over 13,000
returns.

a Without promotion.
» Emails of praise.
» Very few phone calls.
» Good reporting.
a When
a How long
= Very easy to maintain
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So, Why Do We No Longer
Offer It?
= Volume Growth Slow

Telefile Statistics by Tax Year
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Why?

* Feds had nothing similar; since taxpayers
already used the phone for their federal
return, they used it for their state return, too

= The target population didn't file their own
returns—parents or relatives did it for them,
and they were more comfortable with paper
or the phone

= Other free options were becoming available

= The Free File Alliance was attractive;
software companies would offer the
Minnesota return for free if we did not
compete with our own web application

MINNESOTA- REVENUE




Things We Considered

» We needed to make an informed decision
regarding Telefile—phone and web. We
considered:

a Our original belief that Telefile was an interim
step in moving from paper to electronic filing

o Cost to sustain the service—Web was
inexpensive; phone was more costly.

o How to best leverage our ever decreasing
budget

a Web filing future—to reach additional taxpayers
we needed more functionality

o Taxpayers wanted tax preparation software, not
a “key and send” application
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...and the decision was...

= Stop offering Web Telefile in TY 2003

= Stop offering phone Telefile in TY 2004
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Were We Nervous? Absolutely!

= We were counting on continued growth in
electronic filing, and had scaled back our
paper process in anticipation

» How would taxpayers react? Would we get
complaints?

= Web Telefile was a success. It was one more
way we had worked at achieving our
strategic direction
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How’'d We Get Comfortable

We decided to
aggressively market the
Free File Alliance

o We advertised it
prominently in our tax
booklet

o We made it easy for
taxpayers to choose the
Alliance partner that i .
was right for them, right R
from our own web site o i
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companies provide these services, not the Minnesota Department of Revenue
Department of Revenue does not endorse any company or offer technical
assistance for its products.

Don’t want to file your return online?
There are other electronic filing options available.

" Goto atax preparer and ask to have your return electronically
® Buy an offthe-shelf tax preparation product to use on your computer, and
follow the product's instructions for submitting your return electronically.

For rore information about online filing, view our frequently asked guestions
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So What Happened?

= We received phone calls...lots of them. But
not about Web Telefile. Callers had
questions about the Free File Alliance

» And as far as electronic filing is concerned...

z MINNESOTA-REVENUE

We Had Our Best Year Ever!
Electronic Returns By Tax Year
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What's Next?

» Telefile on the phone will not be offered for
Minnesota returns next year....

AND...

* ...we're expecting many of the 90,000
taxpayers who filed using Telefile this year to
switch to another electronic filing form
rather than paper.

* ...we saved the code for Web Telefile, and
can bring it back as a replacement if needed.
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Questions?
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