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Sales and Use Tax 
E-Audit Process



Why E-Audit?

Business Plan Goal – reduce the 
amount of paper consumed and stored 
in the department

New Audit Template – opportune time 
to incorporate a new audit process



Transition to E-Audit

Prior to October 2004, all audits were 
completed with the old audit process –
PAPER.

Transitioned to the E-Audit process 
throughout 2005 and have been fine-
tuning it since then.



Locations of Sales and Use 
Tax Employees
Regional and Sub-Regional field audit offices in 

MN
Four units located in St. Paul (22 auditors in 
each)
Three metro units outside of St. Paul 
headquarters (22 auditors in each)
Out-State Units (39 auditors)

Out-of-State field audit offices
OOS-East (17 tax specialists in 8 cities)
OOS-West (19 tax specialists in 10 non-MN 
cities and St. Paul)
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Drive Mapped
All employees have a network (L:\) drive 
mapped to an E-Audit directory.

Employees who log into the network had 
the L:\ drive mapped automatically via a 
login script.  Others manually mapped to 
the drive.



Directory Structure
We worked with our Information 
Systems Division (ISD) to set up our 
directory structure and assign the 
network rights.



Directory Structure

Standard “Other” Subfolders (4)

Unit Subfolders (12)



Non-Unit Subfolders

Non-Unit Subfolders



Unit Directory Rights

Standard Unit Subfolders

Import files from Sales 
Tax System

Tax Specialist Assignment Subfolders



Unit Directory Rights
Supervisors and lead workers have full rights 
to all subfolders under their unit’s folder.

Tax specialists in the unit have rights to 
write to the 1Completed and 3Peer folders. 

Tax specialists have full rights to 
their assignment folder. 

Tax specialists can see the other tax 
specialists’ folders, but can’t open them.



E-Audit Process
1. Audit Assignment

(done in ST system)
2. Audit Work

In Audit Template

5. Load into System

4. Unit Review

3. Completed Case

8. Retrieval

7. Electronic 
Storage

6. Quality Analysis



The Start of an E-Audit
An audit assignment is made in our sales tax 
system (ProFile).
ProFile automatically creates a folder, which 
is named by the taxpayer’s MN ID #, and is 
exported to the tax specialist’s folder on the 
server.
At this time, the only contents are the import 
ASCII files and this is the start of the E-Audit 
folder.



Audit Assignment
3 4



Audit Work
The tax specialist imports the audit into 
the Access audit template – this 
automatically enters the taxpayer’s 
demographic information, filing cycles, 
and a schedule for each tax type they 
are registered for.

As the tax specialist is working on the 
audit, they save the documents that will 
remain electronic directly to the E-Audit 
folder. 



Completed Case
When the audit is completed, the tax specialist backs up the 
audit to their individual network folder on the L:\Drive 

The E-Audit folder is renamed to match our naming 
conventions.

The tax specialist then copies the entire E-Audit folder to their 
unit’s 1Completed folder on the L:\Drive for 
leadworker/supervisor review. 

The tax specialist provides their lead worker with a copy of the
approved audit assignment sheet and a copy of the tax order 
given to the taxpayer that will eventually be imaged.



Completed Case



Unit Review

Audit files are exported directly to the E-Audit folder on the 
server; these ASCII files are used to load the audit results 
into the Sales Tax System.



Unit Review
Audits are loaded into the Sales Tax System 
directly from the E-Audit folder.



Load into System
1



Load into System
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Load into System
3



Load into System
3 4



Load into System



Quality Analysis
The Quality Analyst receives all 
electronic audit files.
The Unit Supervisor receives the few 
paper documents to be imaged after 
review.
E-Audit folders are periodically moved 
from the L:\ server to the permanent 
electronic storage.



Electronic Storage
The permanent electronic storage of the E-
Audits is not a part of the directory structure 
shown earlier.  They are permanently stored 
in an archive folder on a separate server.

The Quality Analysts and a few other division 
staff control access to our electronic audit 
files.



Retrieval
If an E-Audit is needed, the user will make a 
request in a Lotus Notes database.
A copy of the E-Audit folder is placed in the 
requestor’s assignment folder on the L:\.
The master copy of an E-Audit will ALWAYS 
remain in the permanent storage folder.



E-Audit Folder Components

The E-Audit folder contains:
the template file (includes the audit report, 
work papers, and log notes),
electronic Excel documents, and 
electronic Word documents (letters to 
taxpayer, various forms).
.pdf files, etc.



Document List
Each completed audit contains a list of all electronic 
documents within the electronic file.

The tax specialist identifies all documents that are 
included electronically in the E-Audit folder AND all 
documents that are imaged.

The tax specialist also indicates how the document 
will be permanently stored.



Imaged Documents
In addition to the electronic files in the E-
Audit folder, there are a few documents that 
are imaged. 
Imaging is done by the Tax Operations 
Division and the images are viewed through 
our system that processes our Income Tax 
returns (ITR).
Imaged documents include those that are not 
electronic; or were electronic, but have a 
taxpayer signature.



Paper Documents ?
There are a few documents that continue to be 
paper.  

Interstate Questionnaire – as it is sent to 
other states. 

Referral Feedback – used to provide 
feedback to the person who made the 
referral. (Currently working on a process for 
electronic referral feedback through an 
Access database.)

None of these documents are permanently stored as paper.



Managing Files Using 
Naming Conventions

All E-Audit folders and files are named using 
standard, pre-determined names and 
formats.
There are also guidelines for naming 
miscellaneous documents (files) that are not 
included in the list of naming conventions.
This enables anyone reviewing the E-Audit 
file to easily identify what the various 
electronic documents are without having to 
open each one.



Evolution

Internal control process has improved

Flow of completed audits has been 
modified over time.
100% of completed audits are stored as 
imaged or electronic documents.
NO PAPER



Future of E-Audit

Multiple legacy systems are being 
integrated into one system, so more 
changes are still to come.

See you in two years??



The End

Questions?

You may contact me at:
Susan.chad@state.mn.us

(651) 556-6714
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