TIGERS Interim Meeting

MARCH 2 - 6
Orlando, FlI

Agenda and Overview Best Practices
1040 MeF IRS Rollout ERO Developer Manuals
1040 Federal Forms Attachment Business MeF
1040 IRS Working Group Meeting Business Statistics
State 1040 MeF TIGERS Strategic Planning
State Header Changes Motor Fuel
Acknowledgement Changes FER
State Financial Transaction Changes FSET

Terry Garber, Co-Chairperson reviewed the agenda which included two topics
not originally on the agenda; scheduling of the next category-based schema
release and an update from the Social Security Administration.

Terry also welcomed Marie (Terry) Barrera and Juanita Wueller as the new
IRS project leaders for their MeF programs. It was also announced Valerie
Gunter (IRS) is managing the 1.6 release which includes 1040 MeF.

Terry Garber also reminded us that any revisions to the current State MeF
schemas or structures will be presented on www.statemef.com for comments
prior to releasing any new versions. It was also noted that any revisions
approved during this meeting will be made available for comments prior to
the June Webinar meeting.

Jonathan requested that all states update their MeF status plan on
www.statemef.com. He reminded us that it is important to keep your state
information current because the IRS and industry rely on the data in order to
determine their planning. Many in the developer’'s community want to know
how the economy and budgets have affected the states’ plans for launching
1040 MeF.

The Agenda is as follows:
Monday: Modernized e-File
e IRS 1040 MeF Updates
e 1040 Standards Updates
o Header
o Acknowledgement
o FinancialTransaction
Best Practices
1040 Business Rules Document, final draft and examples
1040 Software Developer and ERO Guides, complete draft
1120/1065 Standards Updates
Schedule for next Category based schema set release
o Additional issues as brought up by participants
Tuesday: Modernized e-File, continued
e Carry-over issues from Monday
e MeF Schemas - the Good, the Bad, and the Ugly, new state examples
e Schema Development Assistance - best practices, tips, and techniques
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e 1040 Working Group - joint with NACTP - 1:30 - 4:30
Wednesday: TIGERS Strategic Planning Return to Index
e Webinar feedback
e Meeting schedules - face and webinar - for remainder of 2009
e Website review and suggestions for improvement
e TIGERS product review (e.g. MeF101) and suggestions for
improvement
e MeF 1040 outreach - what is needed, at what level
e Other topics as needed
Thursday:
e Motor Fuel, complete schema set walkthrough
e FER (non-Streamlined Sales) schema development
o State Mapping Examples
o Modification as necessary
o Next Steps
Friday: Fed/State Employment Taxes (FSET)
e Final 4.x schema package high-level walkthrough
Base schemas
New Employee/New Contractor
Enrollment/Data exchange
Packaging/Transmission
o Acknowledgement
SSA Update
Gateway technical development
Deployment strategy — new deployments and upgrades
Next steps planning
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1040 MeF Rollout
The IRS reviewed the rollout plans for 1040MeF. EMS will be available until
2012 and it will run parallel to MeF.

Highlights of the rollout include:
« IRS plans to rollout 1040 MeF using a three-phase strategy over three
years:

— The first phase of 1040 MeF occurs in January 2010 and will
include Form 1040, Form 4868 and 20 1040-related forms and
schedules that can be attached to the 1040. The complete list is
found on the Forms for 1040 MeF Program webpage. MeF will
accept only the current TY 2009.

- The second phase of 1040 MeF occurs in January 2011 and will
include the same forms as the first phase, additional hardware
and code optimization. MeF will accept the current TY 2010 and
prior year TY 2009.

— The third phase of 1040 MeF occurs in January 2012 and will
include the remaining forms filed under the current individual e-
file program. MeF will accept the current TY 2011 and 2 prior
years, TY 2010 and TY 2009.

- Once MeF is fully implemented, the legacy program will be
phased out over an extended period of time.

e« The 1040 MeF Fed/State MOU is patterned after the 1120 MeF
Fed/State MOU and the current Legacy Fed/State MOU
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Below is the chart of MeF activity through 2/22/2009

CUM CUM CUM %o CUM %o

Projected Actual Actual vs 2009 vs
Form Type Receipts Receipts Projected 2008
1120 47,417 40,613 85.65% 127.23%
1120S 145,012 137,669 94.94% 138.46%
1120-F IN/A 32 IN/A N/A
7004 38,028 39,969 105.10% 143.44%
1065/1065-
B 82,197 87,706 106.70% 135.67%
990 4,503 8,340 185.20% 159.34%
990-EZ 1,965 1,252 63.70% 144.41%
990-PF 292 364 124.63% 149.79%
990-N 11,468 34,373 299.72% 304.48%
1120-POL |N/A 1 IN/A N/A
8868 4,110 4,466 108.66% 167.45%
2290 1,089 2,972 272.87% 323.04%
720 59 17 0.00% 425.00%
8849 IN/A 35 IN/A N/A

The IRS indicates that 17 States are in production status for 1120. They

are:

AL, CO, FL, GA, ID, KS, MD, MI, MO, MT, NYCT, NYS, OR, PA,
SC, UT and WI
In addition, 8 States are in production status for 1065, they are:
AL, GA, ID, KS, MD, MI, UT and WI
Below is the state data from calendar year 2007

Total . ‘Corporate Partnership
State Corporate Partnership State State
Fed State FedState
State Returns Standalone Standalone
Made Made
Made Available Available e e
Available JAvailable |Available
ALST |1 1 0 0 0
GAST |5,538 2,598 0 2,940 0
KSST |4,940 2,187 122 2,024 607
IMDST 16,945 2,381 576 3,158 830
ImisT 2,873 654 1 2,119 99
|NYST 19,304 5,654 0 13,650 0
[PAsT |418 5 0 413 0
SCST |22 19 0 3 0
WIST 13,872 9,347 0 4,525 0
Total:|53,913 |22,846 |699 28,832 1,536
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Below is the state date as of 2/2/2009

Total Corporate Partnership
State Corporate Partnership State State
Returns Fed/State Fed/State StandaloneStandalone
Made Made Made Made Made
Available Available Available Available Available

ALST 492 o1 80 188 133

COST |29 14 (0] 15 (0]

FLST 120 120 (0] (0] (0]

GAST 4,411 697 288 2,806 620

IDST 764 181 130 252 201

KSST [3,569 722 l618 1,336 893

MDST |[3,174 1,017 |682 038 1537

MIST |40 3 16 18 3

MOST [1,398 309 (0] 1,089 (0]

MTST |32 e (0] 26 (0]

NYST**|74,142 |5,939 2,387 14,662 151,154

ORST [724 155 (0] I569 (0]

PAST [|490 344 13 132 1

SCST 2,087 734 (0] 1,353 (0]

UTST |35 3 (0] 32 (0]

WIST (8,189 2,097 1,584 2,915 1,593

Total: 99,696 [12,432 5,798 26,331 55,135

**NYState has a mandate for 1120 and 1065.

State 1040 MeF

Terry Garber reviewed the Common (core) ReturnHeader schema to show
the consistency between the TIGERS and the IRS schemas. She pointed out
the difference in the preparer, originator and preparer firm. These particular
elements will be put on a “watch” list to determine when/if TIGERS and IRS
can sync them.

Softwareld is a String 10 type in the TIGERS schema while the IRS uses an 8
digit identifier. If a state chooses to use the IRS identifier, the string 10 type
accommodates it or a unique state number. Therefore no change was
needed to this element.

Return to Index
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In addition, Terry reviewed the IP address pattern and string which allow for
validation of the IP address which supports IP v4 and IP v6. TIGERS will
share InternetProtocolType with the IRS to help in their development of their
IP address.

TIGERS must add or sync the following elements in the header in order to
keep the consistency with the IRS

- PinEnteredby
— Signature Option
— PinCodeType

A motion was made to replace SignatureOption with the IRS standards in the
PinCodeType. It was also suggested that the SignatureOption to be a
complex type which allows for a choice of paper or pin and the type of Pin
used as well as PINEnteredByType. Another was just to add the 8453 in the
enumerated list.

. 1. Attached
| SignatureDocument —— 2- Retain
oo e, : ! 3. Mail
\ SignatureOption el :
e | PINCodeType
, PIN | Practitioner
L SelfSelect Practitioner
SelfSelect On-line
JuratDisclosureCode o / PINEnteredBy
0,S, or P to a choice of “Online Self Add here Taxpayer
Select PIN”, “Self Select PIN By ERO
ERO”, or “Practitioner PIN”

The above diagram illustrates the signature option which was accepted by
the majority of attendees.

A review of the IndividualReturnHeaderState.xsd was conducted to sync
elements with the IRS and to address any changes needed.

A review of the filer element was conducted. The filer element includes the
date signed for each of the taxpayers and was compared to the new 1040
MeF header changes of SpouseSignatureDate. It was confirmed that there is
a need to sync with IRS, therefore an element will add date signed in the
IndividualTaxpayerType.

A vote was taken on where the date signed element should be housed.
Of those who had a preference the vote was to keep the element included in
the (filer) IndividualTaxpayerType. It was also suggested to change
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The IRS will provide TIGERS with the appropriate “fill-ins” on elements that
are not applicable to 1040 or make elements optional. The elements
currently under consideration are:

 TaxableIncome (not applicable to 1040)

« TotalTax (not applicable to 1040)

 NetIncomelLoss (not applicable to 1040)

 ReservedIPAddressCd

+ ExpectedRefundBalanceDue (1040 Only)

« DateOfBirthValidityCd (1040 Only - Optional)

 DebtCd (1040 Only - Optional in Legacy)

 PINPresencelnd (1040 Only)

Financial Transaction

The discussion centered around how best to let states restrict the schema in
order to receive only the data needed to make the financial transaction
requested on the filing.

Terry reviewed the options that were discussed during the February Webinar

meeting.

1.

Restrict the payment, deposit and ach credit; this can only be done
if EstimatedPayments is moved

2. Move Estimated payments to a root element and restriction
3.
4. Breakout each element in FT, keeping the FT as an element under

Keep the existing FT schema

ReturnState, and let states to pick and choose what works for their
state. This appeared to be the preferred option, with few down
sides

After many iterations of the Financial Transaction, the following structure was
presented at the meeting:

e The StatePayment, RefundDirectDeposit, ACHCreditinfo and
EstimatedPayments to change to efiletypes in the StateEfileTypes
rather than elements with inline complex types within Financial
Transactions.

e Financial Transactions as it is the structure would remain optional in
the ReturnState and with FinancialTransaction as the root element.
This would allow states to determine which transactions they support.

The “how to” methodology will be documented in the MeF Standards. All
states are expected to follow the standards, but this process allows for
greater variations and flexibility among tax types and states.
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A sample Financial Transaction Structure with only ACH debit payments:

tributes
x ReturnHeader State
; ReturnDataState
-4, Bi chmen

ReturnState [-]

Generated by XmISpy www .altova.com

It was announced that the TIGERS core work group will put together several
“plug-ins” for states to use based on their needs. These plug-ins will be
documented in the MeF standards. In addition, there will be an efiletype
FinancialTransactionType which contains the existing structure for those
states who can use the original structure without restrictions.

Best Practices

Terry solicited for new best practices subcommittee members. Irwin Nadel
from New Jersey along with Darci Wiebe of Montana agreed to work on the
committee. The committee will meet on a conference call on Thursday,
March 12, 2009 at 1PM Eastern Time to discuss additions and task
assignments.

The committee members are: Penny Berman, Greg Martinez, Michael
Rodrequiz, Irwin Nadel, Darci Wiebe and Donna Muccilli.

Some of the items which will be added to the best practices include:
e Adding to efile types and making it a best practice when appropriate
e Validation Error - X0000-005 - Schema validation
¢ Non-negative numbers usage
e It was noted that annotations need to be added to Efile types and in
the common schemas

ERO and Software Developer’s Manuals

It was recommended that all states use the MeF Table of Contents to create
their state’s Software Developer’s and ERO manuals. The table of contents
provides a list of preferred topics for the manuals. It was also suggested
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that states and industry review the current list to be sure that all topics are
relevant. Therefore, Donna Muccilli will post the current list on the TIGERS
Listserve for comments. She will email the list before April 1, 2009 for
comment and update as necessary. The final document will be available by
April 15, 2009 on www.statemef.com. She also cited that Kansas, Maryland,
and Wisconsin have excellent examples of these publications and encouraged
other states to “borrow” as a starting point for their manuals.

Return to Index
Business MeF
Terry Garber reviewed how the changes made to the individual common
schemas will affect the business schemas (see 1040 MeF section for
changes).

A concern was raised that business taxes would not need the same signature
structure as individual income. As a result the following suggestions were
made in order to reduce any burdens on the business schemas:
¢ Make the secondary signature optional and ignore any optional
elements not needed for business signature
¢ Move the signature option to the header extension in individual in
order to eliminate any problems in the business schemas
e Move the signature option to the bottom of the business structure
It was decided to “shelve” any changes to signature option in the business
schema to see if there are any difficulties with the secondary pin entered by.
An annotation “individual only” will be added to the secondary pin entered by
in the SignatureOption element. Return to Index
A discussion took place on how to handle backward compatibilities for the
changes to the SignatureOption PreparerInfo, and Acks. It was determined
that the changes would not be backwards compatible. Therefore, the
changes will be effective as of the 2010 ATS and not recognized in the
TY2008 Schemas. Since other annual changes must be made such as date,
etc, adding the SignatureOption, PreparerInfo and Acks changes would not
dramatically affect states.

Category-based Business Schemas

Other than Alabama, there were no other additions/changes needed to the
category- based schema. Jared will work directly with Alabama to incorporate
their changes and set a new version. Jared will also solicit, via the TIGERS
listserve, for any additional changes before releasing the 2008 V 1.3.

Please be advised that TIGERS has set its next deadline for TYO8 MeF
Category-based Corporate Schema Changes for next Friday, 3/13. If you are
implementing modifications and would like them incorporated into the next
release of the Master Schema, please make sure to email the change request
to statemef@rsimail.com by this time.

As always, all changes will undergo a brief review period before the next
Master Schema version (v1.3) is released, scheduled for Friday 3/20.

1040 Federal Forms attachments Return to Index
Recent discussions have prompted TIGERS to review how a state should
include a copy of a specific federal form, such as Schedule A, in the state
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filing. Although the states will use the IRS provided schemas for W-2s and
1099’s, it was recommended that TIGERS not make universal schema for
other federal forms.

Because each state has unique requirements, the majority of the members
agreed to have each state include the specific federal schema within their
state structure or develop a similar structures if the state needs a specific
federal form.

TIGERS Schema Review

Terry Garber announced that nearly 34 of the states which participate in the
current Fed/State 1040 partnership program have yet to submit their 1040
MeF schemas for approval to the TIGERS Schema Review Committee.

Our experience shows that it takes at least two reviews of each state’s
schema before they are approved. Therefore, it is important that all states
build their schemas now and submit them for approval, especially since the
1040 Fed/State program will be launched January 2010.

In order for states to understand the TIGERS' approval process, Jared Silver
reviewed the process and provided methods in which to get help. For more
details on the process and elements of the review, view the PowerPoint
presentation at www.statemef.com.

1040 Working Group Meeting

The IRS began the 1040 Working Group Meeting with a brief overview and
their plan to roll out 1040.

Beginning January 2010, Modernized Electronic Filing (MeF) will accept 1040
federal and state returns and 4868 extensions. For 2010 the expected 1040
and 4868 volume could exceed 30 million submissions. To date, current
volumes are around 3 million submissions. The IRS is building out the
computing infrastructure to accommodate this increased demand and will
conduct performance tests to validate the new, expanded system. However,
we feel it is prudent to manage the volume increases in year 2010 so that we
and you have an opportunity to observe system behavior and response times
under controlled load prior to opening the system to full load. In 2010 MeF
and EMS will both accept 1040s and 4868s. We would like to take advantage
of the opportunity these parallel systems present to implement a MeF volume
management plan for the year 2010.

The 1040 Working Group Agenda included:
Transition Concerns

Volume Management Plan

Acknowledgement Turnaround Time
System Concerns

Gateway and Strong Authentication Status

Process for self-transmitting for load test
Schema Concerns

Schemas - status of package

ELF Field Numbers Return to Index

Schema Review Process
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Submission ID vs.DCN
Change: Migrating 1040 to the MeF Platform
e MeF does not use DCN. We use a 20 digit Submission ID which allows
the return to be unique. This ID cannot be duplicated in MeF.
e Legacy uses DCN as a matching tool when Form 8453’s are sent in
without a social security nhumber.
e Beginning January 2010 the Form 8453 will be updated to allow you to
place a DCN or Submission ID on the form.
e After 1040 MeF has been fully implemented, Form 8453 will only allow
the Submission ID.

TIGERS Strategic Planning Session

In order to determine the effectiveness of the webinars and “face” meetings,
the group brainstormed the pros and cons and how to improve each. The
feedback included:

Webinar Feedback
e Powerpoints and handouts to group prior to meeting.

e Allowed more people to attend and broaden the scope of participates

e IRS presentations materials needed to be available

e Communication logistics ok, except for Echo

e Education participants on webex chat and raise hand features

e Solicit questions prior to the event

e Comfort comes with time

e Individual call in feature rather than conference call

e Too many webinars will hurt face meetings

e Possibly target webinars versus general face meetings

e Possible webinars for education and face meetings for decision

e Side-bar opportunities at face meetings

e Concern with timely decision making

e Can encourage face meeting with strong IRS tech presentations

e Face meetings to hash out more difficult schema development

e May be easier or harder, depending on the state, to justify if full
conference such as symposium or tech

e Length of conference vs travel in general may or may not be an issue

e Side-bar opportunities a plus for face meetings

e Break out sessions by topic is beneficial for scheduling staff attendance

e Spread out over multiple weeks

e Benefits to following face meeting schedule for webinars at least for
2009

e Hard to isolate yourself from day-to-day issues when in the webinar

e Look into voting capabilities in Webex

e Encourage getting away from your desk and get conference room

e Let’s managers see how intensely we do work

e Low cost way to get introduction to new programs, such as FSET

e Easier to get coverage from both techie and business staff

e Lack of industry participation may have been due to time of year

e Timing would be better in November before last ramp-up if IRS

support. Could be big draw for tech issues
Critical information could reach wider audience via webinar
e TIGERS in conjunction with Software Developers conference
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Financial Transactions as it is the structure would be optional in the
ReturnState with FinancialTransaction as the root element. This would allow
states to determine which transactions they support.

The “how to” methodology will be documented in the MeF Standards. All
states are expected to follow the standards, but this process allows for
greater variations and flexibility among tax types and states.

Sample Financial Transaction Structure with only ACH debit payments:

A review of the FSET ack file in the working v4.x was conducted. There are a
few issues in this ack schema including the mandatory EFIN. Therefore,
consideration is being given to modify the FSET ack and incorporate any
changes compatible with FSET from the current IRS ack version. Such as
changing filingstatus to accepted status.

There maybe a need for a confirmation number element in the FSET ack.

Check to determine if IRS provides a confirmation number when filing the
return 941. Although there is no confirmation number in the current
schemas, industry does see value in adding it to the ack. - action item.

Once Faye receives the updated header schemas from Terry, the working
group will incorporate as much as possible. The new schemas will be posted
to the website for comments.

The FSET group offered their desire to improve the website and made the
following suggestions for the FSET Landing Page:

About Us, What is FSET and What is TIGERS

Selling FSET advantages and features

Overview of Recorded Webinar

Meeting Schedule

Working Groups, Goals, and Who is on the working groups

Change Request Process

FAQs for States and Industry

FAQs for new developers

Contacts for existing states v 4.0
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Vendor participation list

Action Items which need to be completed (hidden), possibly password
protected

Meeting Minutes

Schemas

Identify Data exchange, gateway, and reporting schema
Business Model

State Participation listing

Comment Section is needed

Case Study - lessons learned

Sample Schemas

Implementation Guide - include Faye/Richard Document

The group wants to reach out to states that are not yet participating in FSET;
however, it was decided to wait until the web is updated and ‘white papers’
are created before any marketing efforts are scheduled.

Return to Index
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