

APPENDIX M, CURRENT OPERATIONAL OVERVIEW
[bookmark: _Toc447095027]Current Operational Overview
The operational organization impacted by this Modernization initiative performs the full range of tax administration functions that include the receipt and processing of payments and returns.  The operations include liability identification, tax appeals, delinquency collection and the full range of enforcement activities.  At the functional level, the activities are organized around the following key functional areas:
· Taxpayer Information Management
· Returns Management
· Payment Management
· Revenue Accounting and Management
· Case Management
· Web-Based Transaction Management
· Correspondence Management
· Knowledge Management
However, the operations are organized within functional Bureaus.  The table below presents the current functional bureau and the tax programs administered by bureau.
	Bureau
	Tax Programs

	Individual Taxes
	Personal Income Tax; Property Tax Rent Rebate; Inheritance Tax; Realty Transfer Tax

	Pass Through Business Office
	Pass Through Entities 

	Motor and Alternative Fuels
	International Fuel Tax Agreement (IFTA) and Motor Carriers Road Tax
Motor and Alternative Fuel Taxes

	Taxpayer Service Information Center
	Enterprise Wide Customer Services

	Imaging and Document Management
	Enterprise Wide Return and Remittance Processing Center

	Board of Appeals
	Enterprise Wide Tax Assessment Appeal and Adjudication 

	Compliance
	Enterprise Wide Tax Compliance Administrative Functions

	Collections and Taxpayer Services
	Enterprise Wide Delinquency Collections and Investigation

	Enforcement, Planning, Analysis and Discovery
	Enterprise wide Enforcement Programs 

	Bureau of Audits
	Enterprise Wide Audits

	Bureau of Information Systems
	Enterprise Wide Information Technology



The following provides high level information on the tax programs and current services.  Appendix M.1, Tax Types 2016 provides additional information and details on the tax types.
[bookmark: _Toc432693883]Personal Income Tax & Pass Through Entity Return Processing
Personal Income Tax is the largest tax (by revenue deposits) processed by DOR and applies to individuals (natural and fiduciary) within the Commonwealth.  It consists of returns that can be filed electronically and via paper, and individuals can file themselves or via professionals (Accountants, paid preparation services or Lawyers).  Pass Through Entity returns can be linked to individual, partnerships and corporate taxpayers and can consist of complex, multi-level relationships.
Personal Income Tax and Pass Through Entity functions include:
· Receive returns and supporting documentation (paper and electronic)
· Receive and process payments
· Process returns 
· Review and verify refund requests, validate taxpayer identities and process and issue refunds
· Review suspended returns (suspended automatically based on system parameters)
· Information Exchange – providing data to third parties including Commonwealth entities (e.g., Act 80)
· Conduct research on returns that require additional information, or require verification of information provided, calculations performed, exemptions claimed, credits claimed, tax owed and tax remitted
· Review incoming taxpayer or tax professional correspondence
· Process amended returns
· Send billing notices and assessments
· Participate in the appeal process, as necessary
· File liens, process wage garnishments, process bank attachments and process bankruptcies
· Initiate collection actions for overdue tax or after appeals have been exhausted
· Audit selected returns based on a variety of “referral” types
· Provide taxpayer service (phone and email)
· Process return offsets, adjustments, compromises and write-offs
· Produce non-compliant taxpayer account records for use in department tax clearance programs
· Execute voluntary compliance programs
· Create and monitor deferred payment plans
· Transfer payments
· Maintain taxpayer and tax practitioner information
· Provide filing standards to third party online filing companies
[bookmark: _Toc432693884]Inheritance Tax
Inheritance Tax is applied to the transfer of property from a decedent to their beneficiaries.  The percentage varies dependent upon the relationship of the beneficiaries, and is payable within a specified timeframe via a return.  Returns, supporting receipts and payments are filed with county offices (except for non-residents which are filed directly to the Commonwealth) which then send everything to the Commonwealth for review and processing.  The Commonwealth remits a commission back to the counties based on payments received.  Returns can be submitted via individuals or by professionals (Accountants or Lawyers) on their behalf.
Inheritance Tax functions include:
· Receive returns, corresponding receipts (hard copy), estate account set up information and payments from all sixty-seven (67) Pennsylvania counties; receive returns directly for non-residents
· Manually review every Inheritance Tax Return received
· Process returns and payments and pay commissions to counties
· Reconcile returns against payments from counties
· Reconcile deposits from counties against each county’s bank account statement
· Collect and maintain information from banks (joint account, safe deposit box) and other Commonwealth Agencies (Department of Health Decedent listing)
· Post information on the internet for restricted access (e.g., Department of Health Decedent listing for viewing by banks)
· Conduct research on returns that require additional information, or require verification of information provided, calculations performed, exemptions claimed, tax owed and tax remitted
· Issue assessments for tax outstanding and for returns not filed
· Send copies of documents to counties as necessary (e.g., assessments)
· Respond to appeals and interact with the Commonwealth Orphan’s Court
· Grant extensions
· Initiate collection actions after appeals have been exhausted
· Produce non-compliant taxpayer account records for use in department tax clearance programs
· Issue transfer waivers (i.e., notice to a financial institution to allow transfer of securities)
· Receive and process wrongful death survivor actions (petitions, settlements, reconciliations)
· Request liens against real estate
· Issue refunds for overpayment
· Create and monitor deferred payment plans
· Issue and track tax exemption certifications
[bookmark: _Toc432693885]Property Tax / Rent Rebate
Property Tax / Rent Rebate is a program that benefits eligible older and disabled Commonwealth residents   Rebates are requested annually any time after January 1st via an application and rebate checks are mailed beginning on July 1st.  Property Tax / Rent Rebate functions include:
· Receive and review all rebate claims
· Issue rebate direct deposit information and checks (via the Department of the Treasury)
· Verify claimant identity and eligibility information (e.g., personal income tax)
· Confirm claim calculations
· Maintain a database to track exemptions, multi-tenant facilities (e.g., nursing homes), and other non-profit entities to support claim review and determination
· Participate in the appeals process
· Issue reimbursements for rebates overpaid or invalid rebates
· Create and monitor deferred payment plans (for reimbursements)
· Participate in the appeals process
[bookmark: _Toc432693886]Realty Transfer Tax
Realty Transfer Tax is applied to real estate transactions at a state flat rate of 1%.  The state, county and local tax) is collected by counties at the time of recording a document and the counties remit the state Realty Transfer Tax to the Commonwealth.  If there is an exemption being claimed or the county is questioning the document recorded, a statement of value, declaration of acquisition or a referral is completed and forwarded to the Department.  If the Department issues an assessment based on the county documents forwarded, the Department collects all state and some county and local taxes and remits payments back to the counties minus the state commission.  
Realty Transfer Tax functions includes:
· Review Statements of Value, Declarations of Acquisitions and Referrals from each county (paper format)
· Send assessments for tax due; process payments from assessments
· Request liens against real estate
· Issue refunds
· Participate in the appeals process
· Create deferred payment plans
International Fuel Tax Agreement and Motor Carriers Road Tax
The Commonwealth of Pennsylvania is part of a multi-jurisdictional agreement, known as the International Fuel Tax Agreement (IFTA).  This is a tax collection agreement among the forty-eight (48) contiguous United States and ten (10) Canadian provinces.  The agreement allows for the uniform administration of motor fuels use taxation laws with respect to qualified motor vehicles operated in more than one member jurisdiction.  The purpose of these guidelines is to establish a uniform procedure for IFTA jurisdictions to follow in establishing jurisdiction audit procedures, employing and supervising audit staff, planning and conducting audits, and reporting audit findings as described in Appendix M.1, Audit Manual.

In addition to the above, the Commonwealth is responsible for the issuance and tracking of decals and licenses of all PA qualified motor vehicles. 

The Commonwealth currently utilizes a client/server and mainframe legacy system to process IFTA tax returns, audits, refunds, credits, assessments and transmittals in accordance with the IFTA Articles of Agreement and Procedures Manual as described in Appendix M.2, Articles of Agreement and Appendix M.3, Procedures Manual, respectively, Pennsylvania Statutes and Department of Revenue policies. The mainframe legacy system is used to process all decal transactions.  Additionally, a Case Management System, SAP Analyzer and a Data Warehouse are used in daily enforcement and processing operations.  

The Commonwealth has approximately 150 administrative staff, including employees that connect via mobile hotspots 95% of the time, utilizing the current system with approximately 30,000 active external accounts. 
   
IFTA and Motor Carriers Road Tax functions includes:
· Receive decal applications (paper)
· Process decal applications
· Receive returns and supporting documentation (paper)
· Receive and process payments
· Process returns 
· Issue various notices (assessment, credit, non-filer, suspension)
· Participate in the appeal process, as necessary
· File liens
· Initiate collection actions for overdue tax or after appeals
· Provide taxpayer service (phone and email)
· Process offsets, adjustments, compromises and write-offs
· Create and monitor deferred payment plans
· Issue citations
· Participant of the IFTA Clearinghouse
· Maintain taxpayer and tax practitioner information
Motor and Alternative Fuels
[bookmark: _Toc432693887]Motor Fuels is the oil company franchise tax imposed on all taxable liquid fuels and fuels on a cents-per-gallon equivalent basis, and it is remitted by distributors of liquid fuels and fuels.
Aviation gasoline and jet fuel are also taxed. However, separate tax rates are set for these fuels.
Alternative fuels used to propel vehicles on public highways are subject to the alternative fuels tax. Alternative fuels include natural gas, compressed natural gas, liquid propane gas, liquefied petroleum gas, alcohols, gasoline-alcohol mixtures containing at least 85 percent alcohol by volume, hydrogen, hythane, electricity and any other fuel not taxable as liquid fuels or fuels.
Reports from common carriers, any person transporting liquid fuels or fuels either in interstate or intrastate commerce to a point in this Commonwealth shall report all deliveries each month.
Diesel fuel transporters must obtain a diesel fuel transporters permit. 
Monies received from Motor and Alternative Fuel Taxes are deposited in the Motor License Fund. The fund provides revenues for highway and bridge improvement, design and maintenance, purchase of rights-of-way, aviation activities, administration costs, and Department of Transportation licensing and safety activities. It also finances State Police highway patrol operations, pays subsidies to local subdivisions for the construction and maintenance of roads, and funds other operations.
Motor and Alternative Fuels Tax functions includes:
· Receive distributor permit applications (paper)
· Process distributor permit applications
· Bond requirements
· Receive transporter applications (paper)
· Process transporter applications
· Receive carrier reports (paper)
· Review carrier reports
· Receive returns and supporting documentation (paper and electronic)
· Receive and process payments
· Process returns 
· Review and verify refund requests, process and issue refunds
· Suspended accounts (manually)
· Review incoming correspondence
· Process amended returns
· Issue various notices (assessment, credit, non-filer)
· Participate in the appeal process, as necessary
· File liens
· Initiate collection actions for overdue tax or after appeals
· Provide taxpayer service (phone and email)
· Process offsets, adjustments, compromises and write-offs
· Create and monitor deferred payment plans
· Issue citations
· Maintain taxpayer and tax practitioner information
· Funds adjustments to various codes completed each month
Customers and Stakeholders
The Department interacts with or serves a variety of customers and stakeholders within and external to the Commonwealth:
· Legislature
· Tax Payers
· Businesses
· Professional Accountants 
· Paid Preparer Services 
· Tax Practitioners 
· Tax Preparers
· Tax Bar
· Federal Agencies
· Internal Revenue Service
· Social Security Administration
· Office of Personnel Management
· County Governments
· Municipalities
· School Districts
· Payroll Service Providers (ADP, etc.)
· Commonwealth of Pennsylvania Entities
· Department of Labor & Industry
· Office of Budget (Comptroller)
· Treasurer
· Attorney General
· Auditor General
· Department of State 
· Department of Banking
· Department of Insurance 
· Department of Transportation
· Department of Education
· Department of Community and Economic Development
· Department of Human Services
· Gaming Control Board
· Administrative Office of Pennsylvania Courts (AOPC)
· Department of Health 
System Blueprint
During 2015, DOR Operational needs were gathered from a wide range of DOR Operational and Technical staff.  These needs were reviewed and common needs were identified across the user groups.  As shown below, DOR has developed a conceptual Blueprint.  The Blueprint describes a future system and its functional components.  The Blueprint is platform-independent and describes required functionality without any reference to specific hardware or software. The Blueprint is composed of three layers, each of which is a logical grouping of subsystems and functions:
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Figure 1 Tax Systems Model
· Figure 2 on the following page is the Blueprint for Individual and Other Taxes and Programs for DOR.  It contains the three layers as described above, each containing a number of subsystems.  Many of the components are referred to as a “subsystem” in the subsequent sections. This does not necessarily mean there is an actual corresponding single application or system that encompasses the future functionality.  “Subsystem” is a convenient term to group all of the described functionality into a single unit for description and discussion.  In some cases there may actually exist a corresponding system that could perform the given functionality, while in others there may be multiple systems required to achieve this. 
· Additionally, each of the subsystems in the Blueprint works together with other subsystems to enable the described functionality.  Many complex inter-relationships are present although not explicitly shown in the enclosed graphical representations. In order to analyze and rate each one, they have been artificially separated for convenience. In some cases there are explicit references to some relationships between different components, although such references are not exhaustive.  
[image: ]
Figure 2 Future Functional Architecture (the “Blueprint”)
Detail for each subsystem is included below in Figure 3 Future Detailed Functional Architecture.
[bookmark: _GoBack]
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Figure 3  Future Detailed Functional Architecture
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Base Systems

This layer contains subsystems and functionality commonly required by several or most business
areas (e.q.,customer management, case management). Subsystems i this layer might be
purchased as "off-the-shelf" products or custom developed for the Department.

Foundation Systems

These needs are more technical i noture and describe capabtes that support business processes.
It contains technologies and tools that could be used to consistently configure or build common
functions. The creation of a common toolset allows IT staff to maximize efficiencies and create a
system that i easier to maintain and naturally more integrated.
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