
 

STATE BOARD OF EQUALIZATION 
FISCAL YEAR 2010-11 

PROPOSAL No. XX 
 

 
TITLE OF PROPOSED CHANGE: 
 
Budget Restoration - Placeholder 
 
SUMMARY OF PROPOSED CHANGES: 
 

The Board of Equalization’s (BOE) FY 2009-10 budget reflects an anticipated budget 
reduction of approximately 14 percent, approximately $40.5 million ($24 million general 
fund), an amount equivalent to three furlough days per month.  Although BOE has made 
every effort to adjust to this reduction, its capacity to effectively collect tax revenues has 
been adversely impacted.  BOE estimates this reduction in our baseline budget will cause a 
revenue delay/loss of $264 million of which $156 million is general fund.   
 
To continue to serve the public through fair, effective, and efficient tax administration, BOE 
requests restoration of the $40.5 million budget allotment in FY 2010-11.  Restoring these 
funds will prevent further revenue loss/delay and cumulative negative impact to the state.   
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STATE BOARD OF EQUALIZATION

Fiscal Year 2010-11

BUdget Restoration .. Placeholder

A. Nature of Request

The Board. of Equalization's (BOE) FY 2009-10 budget / s an anticipated budget
reduction of approximately 14 percent (approximately $1' / . n), an amount equivalent
to three furlough days per month. Although BOE ha~~A%.~,,; effort to adjust to this
reduction, its capacity to effectively collect tax revenue~'';fiasbeeri~,,~;<:;'~![SeIYimpacted.

~;~?~~:}$' V<~N>" ."
In addition to its constitutional responsibility f "j?Juring fair and c < . tent property tax
assessment practices and procedures throl} "." y' ·~f California, BOE adrTff~i~~Es the state's
sales and use tax, excise tax, an~ fee cOlle::.:~,.;,",program~~~at generate 3~~r~ent of t~e
state's annual revenues. BOE estimates that-<>.~~> 9-.;:.")'; 'dgetary reduction will result In
reduced or delayed revenue collections of $26'4:~~~. "156 million of which is General
Fund. "{:~

~1~~:~~~:k~~I~o~:~~~,de~~I.BOE cc~t~~.:;i~?~;;~=~t·~~~r research, lead poisoning,

To continue to serve~~~r ··";"'c'· ..,,»througtfi~!~.,,:~,~'fi~~~{~K~~~fficient tax administration, BOE
requests restoratio ;~.~lne '.~~~million '~::;~:~~~, ,·-t allotmenf:in FY 2010-11. Restoring these
funds will prevent~>";,i3umulative"c1~~~,, ative iriflact

'\\t
to the state.

<~~~:hi:~..
B. Backgrou~d/Histotf{~~>,., \.~~}"

.<,»~it~;~~~~i~~~~~~~h' ~~:{~~r
In C/:;~:~~~ O".~~worsE!<·,,,s"state fiscal crisis, the Governor issued Executive Order (EO)
§4~;'8 which iniir'a t~l.permonth state employee furlough (effective February 1,
2 "" ;Jhrough June 3atl.21 0), q.~t¥~alent to a 9.2% pay cut. The Board respectfully declined
to ~.;>~.tpa~e in the G~a:I,nor's~~if~~ou~h program J as did o~her constitutional offices. The
Board't~5llon was base~~~n constitutional concerns regarding the scope of the Governor's
authority~;~;~' I independ <~-""'I{constitutional entities. This issue is presently before the courts.

·"·',;1i~~}~.l'
In the initial 2,~;;~:. ?dget Act, (signed February 20, 2009) via a line-item veto, BOE's
budget was red,_ ",I 0 reflect savings ($13.5 million) that would have been generated
through a 1 day fur ·ugh.

As the budget crisis worsened, the Governor issued a second Executive Order 8-13-09
which added a third furlough day per month (effective July 1, 2009. through June 30, 2010),
raising the total reduction to an equivalent of a 140/0 pay cut for state employees.

In the revised 2009-10 Budget signed on July 28. 2009, Section 3.90 recognizes the
reduction as outlined in EO 8-13-09 and orders the Department of Finance to allocate the
reductions. As a result of this revision, the anticipated reduction to BOE's budget is
estimated to be an additional $27 million, for a total of approximately $40.5 million. As
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indicated above, BOE has instituted many cost saving efforts; however, the end result is that
the revenue collection capabilities are being adversely affected.

C. State Level Considerations

BOE is charged by the State Constitution and by statute to oversee the property tax
assessment practices of 58 county assessors, assess and allocate the property values of
railroads and specified utilities, administer the state's sales and use tax, fuel, alcohol, and
tobacco taxes as well as collect fees to fund numerous specific state programs. Successful
administration of these tax and fee programs has resulted in the q,gJJection of 32 percent of
the state's annual revenue. . .

As indicated above, BOE estimates that this 2009-10 ,:~:~~t{;ry reduction will result in
reduced or delayed revenue collections of $264 milliqf!,,~,~:§'~56,~~:~.IJ<ion of which is General
Fund. In the current fiscal crisis, a savings of $40.5,/glifUah does ':ngtpffset the loss or delay
of such a significant amount of funds. /.":>'" , ....

D. Justification

In the current economic climate maximum !ii~§ neec:l;:;i~'mBe made to ~~~&re the timely
collection of taxes that the Board administers.··;·<~;l~~~¥~r~it is impossible to produce the
same amount of work with a 14% {@Quction in stafl'~t~:§,ot.Jrces and this will result in far less
money collected than is saved.

Impacts to BOE operations:
.,:;::';'" ,::,:,;:::::;:.:,:::<.... . <" ....

• The majority 9t;'~~¥~r~ vOlunt~~~1~:~~~Plywfft{1~~:~tax laws and will continue to do
so. By cU1~jlJ6g'0'pe'r'at,j5?"s, the f~~Q~sf impact to the Board's collections will be felt
in the re,gy~a ability tQ@~pforce tt1~>~~x laws on those that are not in compliance.
Audits a~~:ij!~gal filings>~HJcertainlyb~:i;:gelayed,with a potentially significant number
of them n6t~ing adJlJgi;Q~,t~g··cJlJe to la!~,filing.

• UtiliZin~::)f~~~,*~thOdOlogy above, with a 15% reduction BOE estimates revenue
delays and"fosses of $264 million in total, $156 million of which is General Fund.

• It is difficult to delineate specifically the amount of revenue loss versus revenue
delay. Regardless of how it is categorized, however, revenue collections will be
impacted adversely. Some of the factors that will cause revenue loss are: losing
audit opportunities to expiring statue of limitations on audit periods; taxpayers going
out of business before collection activities can be initiated; higher interest payments
to taxpayer on refunds if decisions are delayed; loss of interest and penalties which
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would be waived if the delay was the fault of the state; and, loss of revenue due to
untimely liens and bankruptcy claims.

• BOE has not calculated the impact of a furlough on voluntary revenue collection
which makes up 950/0 of BOE's revenue collections. However, the BOE would
expect delays in the tax return processing, local tax allocation, and cashiering
functions. Additionally, when there is a delay in processing returns the interest that
the state would earn on those funds is lost; the quicker funds are deposited, the
more interest earned.

• Further delays can be expected in BOE's Call cent~gt"ponse time. If taxpayer
questions are not answered in a timely manner, the¥.).Y"not remit the right amount
of taxes owed; this re~ults in further BOE efforts a9:~.~Ilses to correct the errors.

-~;w~.~ _>/;;;/ -••~~:i:~~> ',.
• Lastly, in the weakening economy, if the puqij£;.f~ls therec·~~:d;Jower audit presence,

there may be an increase in underreport~~{~f1a the potential~~{~ an increase in tax

E. FaCili~::::ital Outlay Consideration ~C~~;·· ~fRf'~ '~>(~~~~!"
-~:~~"»'>.~k$~?J

This proposal does not request therefore;>':'-e will not be an additional impact on
existing facilities --'~~~~~%~::,.,.

·'(t\~:J'
ed"~~~;~t~~?~~~~~?;~:.;"",,_ -~'\f~~:rF. Outcomes and Accounta;,~llity

/;~i'*~: .. ··:~:i~~;>,
This proposal wiU{~~w·the ~'j:",to contt·~~ ,n;,; serve the public through fair, effective and
efficient tax adt'~r'~«t'ration and'K~~'ill prever{il~; cumulative negative impact to the State of

california"~f~~~~\~"

G. Timetabl~...>.~ ../l

H.

It is recomm .~;,;}m? th _ $40.5 million budget allotment be restored to BOE's base budget
in FY 201 0-1 fl~_" i,,,:>r to prevent a cumulative negative effect on the statels revenue
collections. As if"~ ~-"'ds, this reduction has an annual negative effect of approximately $264
million on state revenue collections. If the $40.5 million is not restored, the adverse impact
will continue to grow.

I. Fiscal Detail

See attached "Fiscal Detair schedules.
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DATE: August 31,2009

STATE OF CALIFORNIA
BUDGET CHANGE PROPOSAL-·FISCAL DETAIL

STATE OPERATIONS
FISCAL YEAR 2010-11
(Dollars in Thousands)

BUDGET RESTORATION PLACEHOLDER
:~.~,,;..: -~..

,,",

PERSONNEL YEARS
CY BY BY+ 1 , 'yVJ~ BY BY+ 1

2009..10 2010..11 2011-12 2.Q09-10 2010-11 2011-12

TOTAL SALARIES AND WAGES $40 $40
Salary Savings

NET TOTAL SALARIES AND WAGES 40 40
Staff Benefits

Distributed Administration

TOTAL PERSONAL SERWCES $40 $40

OPERATING EXPENSE AND EQUIPMENT
General Expense

Distributed Administration
Printing
Communications
Postage
Travel--In-State
Travel--Out-of -State
Training
Facilities Operations . .
Consulting & Professional Seryfces~':;"lnterdepartmental
Consulting & Professional ServiCes: External
Department of Technology Se;rvices
Data Processing
Equipment.:::::.
Other Items of Exp(?~.~~:~~,:{SpecifyBelow)
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Cy BY BY+ 1
2009-10 2010..11 2011-12

TOTAL OPERATING EXPENSE AND EQUIPMENT

TOTAL EXPENDITURES (State Operations) 40,416

Source ofFunds

General Fund (0001) $24,006 $24,006

Special Funds:
Breast Cancer Fund (0004) 48 48
State Emergency Telephone (0022) 123 123
Motor Vehicle Fuel Account (0061) 1,839 1,839
Occupational Lead Prevention Fund (0070) 63 63
Childhood Lead Poisoning Prevo Fund (0080) 45 45

Cig. and Tobacco Prod. Surtax Fund (0230) 600 600
Oil Spill Prevention and Admin. Fund (0320) 21 21
Integrated Waste Management (0387) 78 78

Underground Storage Tank Fund (0439) 285 285

Energy Resources Programs Account (0465) 21 21
CA. Children and Families First Trust Fund (0623) 1,200 1,200

Federal Trust Fund (0890):~,;;;....
Timber Tax Fund (0965):.~;"~~::;~~ 174 174

Gas Consumption Surcharge Fund (30 1~§,~ '~', 51 51
Water Rights Fund (3..o5a~

/j:........·~t;.. ,.
39 39

Elec. Waste Recovery and Recycling Acct. "f:l:l3,'8,'\EJS) 390 390
Cig. and Tobacco Prod. CompUance Fund ~Of37)

Federal Funds

Other Funds

Reimbursements (0995)

AU9Illf~t:;~: (Source of Funds)
"\:';:~~~~'~~~dit Page 6 of 6

$11,433 $11,433

Net Total $40,416 $40,416
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