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TIGERS MeF 1040 Standards

e Release 2.1 published for go-live
e Posted on www.statemef.com

e Header harmonized where feasible to the
IRS 1040 header

e Standard method for customizing the
FinancialTransaction schema to state needs

e Approved by 34 states and 3 major
software developers
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FinancialTransaction

e [IGERS Common folder contains full
FinancialTransaction schema

e States may delete payment options that:
state does not support

e Cannot alter “building| blocks™ stored in
StateeFileTypes.xsd in Common

e Method supports multiple versions of
FinancialTransaction for various state
filings

Financial Transaction
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2.1 Mandatory for States

e New schemas required for 2010 filings
e Both Business and Individual TY2009

e NOT backward compatible, due to
changes in the BusinessReturnHeader and
IndividualReturnHeader

e States with approved schema sets will not
need to be reviewed again, but will need
to upgrate to 2.1 for 2010 filing season

IRS Changes Impact States

e New elements in State Manifest for 1040
e New business rule that at least one state

SSN must match at least one IRS SSN on
linked returns

e New elements in IRSData to validate EFIN
and primary/secondary SSNs

e New elements in Acknewledgment to
accommodate both Business and
Individual




TIGERS Schema Review

e All MeF forms based schemas must be
reviewed

e Both Business and Individual
e Adherence to TIGERS standards

e Adherence to TIGERS Best Practices
where feasible

e Ease of development for industry
e Does not override state business needs

State Readiness for 1040 MeF

e New startup date February 15, 2010

e IRS and industry need to know when
states will be; ready: to participate

e Deadline was July 31 for states to commit
to going| live for “first peak™ February 15
through April 15, 2010

e All states can participate after Aprill 16

e Of 33 states reporting, only 14 committed
to “first peak™ participation

e 13 after April 15, 4 in 2011, 2 in 2012




MeF 1040 Considerations

e Linked returns — IRS will' not forward state
return unless IRS return is accepted

e Unlinked returns — IRS will forward
regardless of IRS return

e State may still require copy: of IRS return
on unlinked state return

e States prefer linked where possible;
practitioners prefer unlinked

e States should accept both

MeF 1040 Considerations

e Practitioners and! software developers
need information from the states

e Use www.statemef.com to keep everyone
up to date on go-live plans and dates

e Use TIGERS guidelines andi formats to
provide clear documentation of business
rules and program specifications

e Prepare Help Desk to deal with both EMS
and MeF guestions and errors




MeF is more than schemas

e Schemas are only part off the story!

e Industry Manual/ERO Manual must still be
created

e Post on state website along with the XML
schema set

e Use Approved TIGERS Format

e Goal is to make it easy for industry te support
the state to make, it easy as possible for
taxpayers

What are business rules?

e Conditions for which a tax agency: will
ieject al returm

e Typically known as “error reject codes”
(ERCs) in legacy system

e Use to catch errors that cannot reasonably
be caught by the schema




Schema preventable issues

e Data exceeds maximum length

e Invalid data for data type

e Required fields

e Records (tags) in correct order

e Tag names are valid

e Enumerated lists (list of acceptable values)

Business rules best practices

e Atomic - only one cause for each business
rule

Clearly worded — understandable for
taxpayers

Organized! by category

Rule number indicates which form it
applies to

Could' not be prevented by aischema
validation error

Has an eguivalent ERC in the legacy.
system

Deliver in a standard format

Do not delete a rule and add a new. one for
simple line number or text changes.




Atomic

e Atomic means the reject typically has only
one condition.

e Reject should ideally have only one target
form.

e Not a side effect of other errors

Clearly worded

e Ideally should be clear to taxpayers as
written.

e Software vendors should net have to edit.
e Only one target form per rule

e Avoid using tag names in message text.

e No hidden conditions




Organized by category

Incorrect: Data
Missing Data

Data Mismateh
Database Validation Error
Duplicate Condition
Math' Error

Missing Decument:
XML Error

Not on time
Unsupported

System Error
Information Message

Sync business rules to legacy

e In the transition period, try not to
implement business rules that don't
apply to legacy.

e Developers will be forced to enforce
superset of all business rules & ERCs
due to throttling requirement.

e The decision to send a return legacy
or MeF may not be made until' after
the taxpayer transmits.
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Changes

e Do not delete a rule and add a new one
for simple line number or text changes.

[f tag names didn't change, this is just a text
change.

e Delete old rule and add new rule if actual
conditions have changed

Fed/State Employment Taxes

e FSET in production ini 6 states with 2 more
under development

® Releases 1.4, 2.1, and 3.3 in use
e Release 4.0 nearly ready for approval

e Harmonized to MeF schemas for future
IRS Fed/State program

e Additional schemas for Employer
Enrollment and Datal Exchange
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Motor Fuel Schema Set

e Evolution for Motor Fuel EDI program

e Schema architecture based on TIGERS Mef
standards

e Reporting schemas based on FTA Motor
Fuel Uniformity guidelines

e Pending approval fromi MFU! Electronic
Commerce committee for inclusion in
Standards to be published! in' September

FTA/IRS Tactical Advisory Group

e Oversight for Fed/State MeF Programs
e Participation in IRS Advancing Efile Study
Input to outline for study:
State input, especially: oni mandates
e Marketing for efile
Input to IRS messages
Sharing off marketing| materials

Sharing of strategies for new' markets, such
as multi-lingual
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TIN Masking

e Growing concern withi privacy and risk of
identity theft
e Requirement to eliminate or mask TINS
wherever possible
e TAG subcommittee formed to work with
IRS
Alignment with state privacy programs

Impact on states of IRS TIN maskingon data
exchanges

W-2 Compliance Program

e Sharing of IRS “lockout letters™ for
improper withholding

e Program piloted several years ago with
KS, NC, and SC

e Useful in identifying “pockets™ of non-
compliance

e New pilot underway

e Plans to evolve into mainline Fed/State
data exchange
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TAG Security Subcommittee

e Input into last few: revisions off IRS
Publication; 1075

e Effort to identify when data is in fact
Federal Tlax Information

e Participation in roll-out of Secure Data
Transfer program

e Safeguard of state tax information
provided in SREMI program

Questions?

e Terry Garber — garbert@sctax.org

e Jonathan Lyon —

jonathan.lyon@taxadmin.org

e Donna Muccilli — donnamuccilli@cox.net




