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Project	Objectives

• Increase	to	100%	systematic	matching	of	
individual	income	tax	(IIT)	returns	against	
payer	submitted	W-2s/1099s	in	real-time to:

–Reduce	withholding	fraud

– Identify	reporting	errors

– Improve	employer	compliance

2



Project	Objectives

• Improve	data	quality	of	W-2s	&	1099s	
submitted	electronically

• Store	all	W-2s	&	1099s	in	same	place	for	
easier	querying
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Multiple	Solutions

• Technology: hardware,	integrated	tax	
processing	system	&	external	applications

• Operations:	policies,	statutory	penalty,	and	
reporting	requirements

• Outreach:	employers/payers,	payroll	service	
providers,	tax	practitioners	&	individual	
income	taxpayers
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Background

• W-2s/1099s	with	withholding	due	January	
31st

• 1099s	with	NO	withholding	due	February	
28th

• 148,504	active	withholding	accounts
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Background

• W-2s	&	1099s	must	be	filed	electronically	if	
sending	50	or	more

• Matching	was	done	manually	to	a	subset	of	
W-2s/1099s	received	based	on	internal	
business	rules
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Background	- Paper	

• Previously,	DOR	accepted	paper	W-2s/1099s	
in	a	variety	of	formats	

• W-2s/1099s	were	stored	for	image	only

• Data	regarding	number	filed	was	from	a	
transmittal	page	prepared	by	the	payer
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Background	– Electronic

• Electronic	submission	methods	were	SSA	PDF	
files,	EFW-2	format,	and	My	Tax	Account

• W-2s/1099s	were	stored	in	various	data	stores	

• No	validation	was	done	as	files	were	received	
to	ensure	data	quality
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Matching	Needs
• DOR	had	to	enforce	reporting	requirements	to	
help	combat	fraud

• DOR	had	to	capture	the	data	from	the	source	
documents	rather	than	rely	on	payer	supplied	
summary

• Data	quality	of	employer/payer	submitted	
information	returns	MUST	improve

• Information	return	data	had	to	be	readily	
available	to	query	during	IIT	return	processing
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Funding
• Received	$7	million	in	2013-2015	biennial	
budget	for	fraud	prevention

• Funding	was	used	for:
– High	speed	scanners	&	software	to	data	capture	
paper	information	returns

– Fraud	manager	component	in	GenTax (used	for	
identity	verification,	initially)

– Additional	staff	for	fraud	prevention
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Technology	Solutions

• Created	standard	data	stores	for	W-2s	&	1099s	
within	GenTax data	warehouse,	regardless	of	
filing	method

• Implemented	new	scanners	&	scanning	
software	to	capture	data	from	paper-filed	
information	returns	and	load	into	standard	
data	store
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Technology	Solutions
• Developed	validation	processes	to	ensure	
FEIN,	Legal	Name	&	Wisconsin	Tax	Account	
Number	(WTN)	matched	withholding	account
– Reject	e-filed	W-2s	&	1099s	mismatches	for	filer	
to	self	correct	and	resubmit

– Suspend	paper-filed	W-2s	&	1099s	for	filer	to	
correct	mismatches	before	loading	into	data	
warehouse

• FEIN	from	IIT	returns	used	to	query	data	
stores	for	wage/withholding	data
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Operational	Solutions

• Implemented	standard	specifications	for	
"state	use"	areas	of	W-2s	&	1099s	to	require	
15-digit	WTN	in	state	account	number	field

• Created	"dummy"	WTN	for	payers	who	did	not	
have	withholding	account	(ex:	agriculture,	
domestic	help)
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Outreach	– Reporting	Requirements
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Outreach
• Published	guidance	for	paper	filed	W-2s	&	1099s	-
DOR	website,	listserv	articles,	tax	bulletins,	
presentations,	My	Tax	Account	notices,	etc.

• Worked	with	payroll	service	providers	to	ensure	
proper	filing

• Sent	letters	to	employers/payers	filing	50	or	more	
information	returns	on	paper;	must	e-file

• Promoted	online	lookup	&	data	exchange	to	verify	
FEIN,	Legal	Name	&	WTN
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Outreach	Solutions
• Set	new	expectations	for	IIT	taxpayers;	can	
take	8-12	weeks	to	process	return	

• Communications	team	re-branded	refund	
and	fraud	messages
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Outreach	Solutions
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Early	Lessons	Learned

• Additional	temporary	staff	hired	and	work	
reprioritized	in	mailroom,	scanning,	data	
capture	&	processing	areas	to	give	W-2s	top	
priority	in	late	January	&	early	February

• Dedicated	group	of	customer	service	
employees	to	support	e-file	submissions	
that	were	rejected	
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Technology	Solutions	- Fraud

• In	2016,	95%	of	W-2s	were	in	our	system	by	
the	end	of	February	– time	to	use	the	data!

• In	2017,	created	new	action	to	"hold"	IIT	
returns	claiming	withholding	if	no	
employer/payer	submitted	W-2	or	1099	to	
verify

19



Technology	Solutions	- Fraud

• Held	returns	are	evaluated	nightly	against	
newly	filed	W-2s	&	1099s	and	processed	if	
match	is	found

• If	returns	are	held	for	defined	time	period	
with	no	W-2s	&	1099s	filed,	work	items	are	
created	to	review	return	manually
– Staff	ask	IIT	taxpayer	to	provide	W-2s,	1099s	and	
relevant	pay	stubs	to	support	withholding	being	
claimed
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Results
• 98.2%	of	information	returns	were	on	our	system	
by	March	1,	2017	and	available	for	matching	
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YEAR E-Filed	
W-2s

Paper
W-2s

E-Filed	
1099s

Paper
1099s

Total

2014 4,210,395 48,803 1,048,744 101,630 5,409,572

2015 4,218,228 450,031 1,055,655 317,209 6,041,123

2016 4,554,933 470,721 1,165,236 332,705 6,523,595

2017	
(as of	3/1)

4,777,241 306,839 1,122,310 219,648 6,426,038



Technology	Solution	–
Income	Reconciliation
• Example:	Taxpayer	claimed	$4,600	of	
withholding,	but	employer-submitted	W-2	
showed	only	$3,479.91
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Results	– 2017	Season
• 6,193	IIT	returns	adjusted	for	
wage/withholding	match	as	of	6/1/2017	and	
918	returns	still	suspended

• $9.8	million	in	refund	adjustments

• These	adjustments	are	in	addition	to	the	
approximately	$11	million	we	stop	each	year	
based	on	fraud	analytics
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Results	– 2017	Season
• Average	IIT	return	processing	time	DECREASED
– 4.7	days	in	2017	

– 5.0	days	in	2016

• Matching	project	did	NOT	delay	overall	
return	processing	time	
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Results	– 2017	Season
• 7,650	employers/payers	failed	to	submit	W-2s	
or	1099s	and	will	be	penalized

• 7,861	employers/payers	failed	to	file	their	
annual	withholding	reconciliation	(WT-7)	AND	
W-2s	or	1099s
– Some	businesses	may	have	ceased	without	
notifying	DOR

– Follow	up	is	being	done	to	request	W-2s	or	1099s	
AND	penalize,	if	appropriate
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Next	Steps

• Adopt	MeF schema	for	W-2	&	1099	filing	to	
improve	rejection	rules

• Potential	legislation	to	reduce	e-filing	
threshold	from	50	to	10	for	W-2s/1099s

26



Next	Steps	

• Implementing	penalty	for	employers/payers	
who	fail	to	submit	W-2s/1099s

• Following	up	with	employers/payers	who	are	
not	submitting	correctly
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Contact	Information
Diane	Hardt

Administrator	of	Income,	Sales	&	Excise	Tax	
Division
608/266-6798	
diane.hardt@wisconsin.gov
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