STATE BOARD OF EQUALIZATION
FISCAL YEAR 201112
BUDGET CHANGE PROPOSAL No. XX

TITLE OF PROPOSED CHANGE:.

Board of Equalization — Offices of the Future

“SUMMARY OF PROPOSED CHANGES:

The Board of Equalization (BOE) requests a budget augmentation to begin the journey to
relocate our Headquarters operations to a facility that meets BOE's immediate and long-term
business needs. Simultaneously, BOE is conducting a statewide review of district and branch.
offices to determine the optimum physical footprint of these offices to ensure taxpayer access to
services while reducing rental costs in some areas. The San Diego district and San Marcos
branch office will serve as the pilot to migrate to BOE's Office of the Future. The BOE's high
level goals for these moves are:

Headquarters:

Meet the business o

perational needs of BOE
Eliminate inefficiencies of supporting multiple annex locations
To accommodate future short-term as well as long-term growth
Avoid or reduce additional repair costs
Protect the health and safety of employees

San Diego/San Marcos “Office of the Future” Pilot

« Meet the business operational needs of BOE

s Ensure taxpayer access to services
s Protect the health and safety of employees

The following is a summary of the funding requests:

FY 201617
. and
FY 201112 FY 201213 FY 201314 FY 201415 FY 201516 Ongoing
Headquarters
General Fund $81,000 $81,000 $81,000 $8,832,000  $6,941,000 $395,000
Spectal Funds 29,000 28,000 29,000 3,498,000 2,746,000 155,000
Reimbursements 40,000 40,000 40,000 4,470,000 . 3,513,000 200,000
Headquarters Total $150,000 $150,000 $1 50,000 $16,800,000 $13,200,000  $750,000
San Diego\San Marcos
General Fund $793,000 $580,000 $472,000 $224,000 $224,000 $224,000
Reimbursements 356,000 260,000 212,000 101,000 101,000 - 101,000
San Diego\SM Total $1,142,000 $840,000 $684,000 $325,000 $325,000 $325,000
GRAND TOTAL :
General Fund $874,000 $661,000 $563,000 $9,066,000  $7,165,000 $619,000
Special Funds 29,000 28,000 29,000 3,498,000 2,746,000 155,000
Reimbursements 396,000 300,800 252 000 4 571,000 3,614,000 301,000
GRAND TOTAL $1,299,000 $990,000 $8234,000  $17,125,000 $13,525,000 $1,075,000




BCP No. X

STATE BOARD OF EQUALIZATION
Fiscal Year 2011-12
Board of Equalization — Offices of the Future
Headquarters and San Diego/San Marcos Offices

A. Nature of Request

The Board of Equalization (BOE) requests funding to begin the journey to relocate our
Headquarters operations to a facility that meets the BOE's immediate and long- term
business needs. Simultaneously, BOE is conducting a statewidé:review of district and
branch offices to determine the optimum physical footprint:of these offices to ensure
taxpayer access to services while reducing rental costs i me areas. The San Diego
district and San Marcos branch office will serve as the pilét to ition to BOE's Office of
the Future. These changes are necessary to ensure the health? _d safety of the BOE

i lnto Eease agreements without
the Department of General Services (DGS) app his ‘multi-year Budget Change
Proposal will serve as a road map to secure the needed:funding for BOE's campus of the
future. To address business operati | needs for Heac quar‘ters all functions will be
consolidated in a campus setting — the: way to operate.

The San Diego and San Marcos offices”
office with a public counte m a high traff[c ared
will house staff who pefform
counter. Once this: model js
change in our service.

figured into a smaller customer service
pius a ‘"’ger office in an outlying area that
audit and coliéctlon work; but do not require a public service
implemented statewide, BOE expects to realize savings from a

ilding is located at 450 N Street. Construction of the building
completed in January 1993, |t is a twenty-four story office facility
.a four level parking structure, ground floor cafeteria and a children’s daycare
d by the State of California, and managed and maintained by DGS. The
1eadquarters operations into the building in February 1993 and currently

began in 1991 and was
which incitids
center. Itis ©
BOE moved thei
rents from DGS. "

The building no longer meets the business needs of BOE and the on-going construction in
the Headquarters facility continues to pose health and safety risks for the employees while
costing the State of California millions of dollars in repair-related expenses. The DGS
anticipates the remediation project will be completed in February 2011. As a result of the
project, all future building maintenance must be performed under special remediation
protocols. These protocols generally require containments to be consiructed when any
water event or needed repair/renovation requires that drywall be cut, baseboards be
removed, or other building repairs. In addition, the building will require on-going indoor air

Page 2 of 32



BCP No. X

quality testing. This operation will be a continuous disruption to BOE staff and BOE's core
business as a revenue collection agency.

The BOE has identified lost productivity estimated at $21.6 million annually as a result of the
remediation project. The State of California and other jurisdictions reliant on revenue
collected by the BOE would be betier served with BOE in a campus setting that is
sustainably designed and operated.

Office of the Future - San Diego District and San Marcos Branch Office Consolidation
The BOE’s current configuration offers a public service counter at both the San Dlego and

San Marcos offices. The San Diego district office is located jri*the State Building at 1350
Front Street whzch DGS is in the process of selimg Th Bt nMarcos branch off[ce is

offices.

The San Diego State building cannot be modifje
or our existing security requirements. Additiohall
BOE employees as the building was constructe
hazardous materials (asbestos and lead based p and is not in comphance with the
current Americans with Disabiiities,_ij_\_ct (ADA). Due™to: hazardous materials, routine
facility maintenance and repair needét operations needs of BOE and
to protect the health and safety of emy;

“hold & maximum of 2,200 employees. The
owth in the staffing leve! o address legislative mandates for

g:issues, BOE permanently relocated 386 employees and over one
cords:to three annex locations, two in West Sacramento and one in
downtown Sacral “In December 2010, BOE plans to move an additional 312 revenue
generating employé: s to a fourth annex location in Sacramento. The table on the next page
identifies the BOE? programs and their annex locations:

million taxpéye 3
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Taxpayer Records 32 August 2008 3600 Industnal
(Permanent) Bivd.
) W. Sacramenio
Motor Carrietr/IFTA 64 May 2010 1030 Riverside
{Permanent) W. Sacramento

621 Capitol
Sacramento

Legal Depariment 280
Board Proceedings
External Affairs —
Web and Media Design

Tax Collection Programs 312 Promenade
External Affairs — =
Call Center
Admin Training
450 N Street 2,200

TOTAL 2,802

tate “and thereby affects its net revenue stream. Annual
administrative., operational:costs (e.g., mail service runs, lost productmty for travel to
meetings, coi _puter maintenance, etc.) have increased by $127,000 alone in the last year.

The BOE must con |date into a sustainably designed campus where a culture of service
will prosper. The BOE professionals are currently located in leased office annexes and are
cut-off from one another. By consolidating operations in a campus setting, a more effective
organization will emerge, similar to the FTB complex dedicated to serving all Californians.
The BOE will be better served in a campus that meets sustainable design principles,
provides a working environment that is among the best in the State, and promotes
recruitment and retention of revenue collection staff for California.

The Sacramento region’s current real estate market conditions provide for some favorable
opportunities for planning future State office development. The existing real estate market is
soft: the housing market has surplus inventory with a mortgage lending crisis, and the
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commercial office market is relatively flat with employment figures falling. This unique
combination of a slowing real estate market and the availability of viable redevelopment
areas creates a strategic opportunity for the State to potentially acquire properties before
future transit-oriented, mixed-use centers become too costly or unavailable. (Source BDGS
State Office Planning Study December 2008)

Office of the Future - San Diego District and San Marcos Branch Office Consolidation

The BOE plans to change its service delivery model in the San Diego area by reconfiguring
and consolidating the San Diego and San Marcos offices. There wlll be two locations: one

rates. The BOE is in the process of revising our space p[annlng
Iong-term efflc;lenmes for district office settings re{suitlng if:-a smallar

cost facilities with many fleld auditors utlnzmg jm
reduce the need for high-cost office space in do
as San Diego.

As the plan to transition {o the offlce::E::::"'
offices will serve as the pilot. There an
offices with publac serv;ce counters located

As DGS' current ré air strategy calls for “entombed mold” to remain in the building, on-going
air quality monitonng will be needed at a cost of approximately $20,000 per year for a
building of this size. The BOE Building Infrastructure Study Final Report dated May 18,
2009, (Exhibit 1lI) prepared by DGS’ consultant Stantec Architecture, Inc., stated that the
report was intended to be a high level rapid visual inspection of the 450 N Street building.
Stantec recommends repairs including structural, electrical, mechanical, fire and life safety
and fagade maintenance. DGS has not provided a timeline, final costs estimates or funding
source for these repairs. The Stantec report also indicated that the curtain wall window
system, which was repaired between 2005-2007, requires an on-going maintenance
schedule which includes gasket and sealant repair and replacement starting as early as
2014 or window failure is possible. This project is not currently funded. DGS is working to
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develop the maintenance protocol and cost estimates. Additionally, due to serious issues,
the decision was made to modernize the elevators at a cost of approximately $2.3 million.
The project began in April 2010 and is expected to take about 18 months.

From April 2005 through February 2011, the State has and will continue to incur significant
costs related to the 450 N Street building including: .

Curtain Wall Project at approximately $15.5 million
Water intrusion remediation work at DGS/BOE’s estimated cost of $29.6 million
Elevator modernization project at $2. 3 million :

pay to repair the building. These costs are Iikely to nse é’s they are

gliminary estimates
and actual project completion dates are unknow at this tzme (Exhibit IV =

Health and Safety Concerns and Workers Compensati

Headquarters — Sacramento

The health and safety of employees n the 450 N
for BOE management, Unions, and the employe,,_
1997 to the present, nine studies of the 45“"

et:building is the top priority

es in the building which |mpact
T altzed maintenance protocols The elevators

ly: }
repair protocol, they stillre
$2 mlilton_pontract by the:
= at a time, one from the hlgh rise elevator bank

. The project has an estimated completion date of October

addition, BOE c"é ( és to have Workers' Compensatton (WC) claims filed at the rate of
approximately four;hew claims per month. As of July 31, 2010, 103 claims have been filed;
81 related to inddor air quality and 21 related to the elevators. The latest elevator claim
was filed in July 2010.

San Diego District Office

As with the Headquarters facility, the health and safety of employees in the San Diego
district office is a top priority. From 2007 o August 2010 there have been seven Workers’
Compensation claims filed at the San Diego district office related to the building. Many of
these claims are due to aged carpet that has torn. Attempts to spot patch the carpet with
duct tape has not kept employees from tripping and falling. Due to the hazardous materials
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(asbestos and lead based paint) used fo construct the building, simple and routine repairs or
modifications for the health and safety of employees are difficuilt if not impossible. Two
separate sewer related events have taken place. In June 2007, a raw sewage pipe failed
causing a significant sewage leak in the main lobby and in staff offices. The damage
required a hazardous waste abatement firm to disinfect areas of the building for one day.
Then in July 2009, again due to sewer related problems where the water had to be turned
off to conduct repairs, employees were unable to work in the huilding for approximately two
days and portable toilets were required until the plumbing could be repaired.

. State Level Considerations

The BOE is charged by the State Constitution and by statu'f to oversee the property tax
assessment practices of 58 county assessors, assess arid allocate the property values of
railroads and specified utilities, administer the State’s, sales and Ust {ax, fuel, alcohol, and

""gently to meet this requirement;
ilding and the San Diego district

;.~-States revenues loss of

1.4 million squ e feet of office space known as the West End Office Complex As BOE
vacates the 45 treat building, DGS may then acquire approximately 640,000 square
feet of existing stats ice space by utilizing the 450 N Street building as existing developed
property per the“requirements of GC 8169.6; thereby reducing this space need to
approximately 760,000 square feet, which is much more feasible to acquire.

. Justification and Analysis of All Feasible Alternatives

These alternatives request the relocation of approximately 2,800 BOE employees from the
Headquarters building and annex locations. The 98 staff located in West Sacramento will
remain in those annex locations due to business needs. The employees in the San Diego
and San Marcos offices will be relocated to the reconfigured facilities based on the work
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performed. As there are many variables under consideration, BOE has developed two basic
alternatives.

Alternative #1 analyzes costs associated with the moves if the Board sponsored AB-151 is
chaptered and the costs associated with the moves if the buildings are retained by the State
and a backfill tenant is needed for both locations. If the State chooses to sell either building,
it is assumed that BOE's rent will cease effective the sale date.

Alternative #2 analyzes costs associated with the moves if Board sponsored AB-151 is not
chaptered. This alternative includes costs for DGS to locate and sgcure leases for the new
properties and assumes the 450 N Street building is retained thhaz’backf Il tenant.

These alternatwes do not explore the cost or savings efﬂc & _' assomated with a backfill

DGS Director dated February 11, 2010, as this Wi
model. (Exhibit VII)

For the San Diego and San Marcos office
one fiscal- year. For the Headquarte

. ) tes haEf-of the building on July 1, 2014 and turns the space over to DGS to
te for the new tenant
new’ ‘tenant's staff moves into the remodeled space no later. than July 1,

o Half of
2015

s+ BOEto reduce its rent by $6 million annually
BOE vacates the remaining floors on July 1, 2015
DGS completes remaining renovation/tenant improvements to allow the new tenant
to move their remaining staff in no later than July 1, 2016

s BOE reduces its rent by the remaining $4.5 million
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» Rent costs are based on current estimate of $2.50 per square foot and may need to
be adjusted upwards to reflect improved market conditions

e 600 +/- staff are moved from the two annex locations and those leases are
terminated in accordance with the agreements

¢ 34.5 million in annual annex location rent is redirected to the new facility

The BOE is seeking a lease build-to-suit arrangement that allows for tenant improvements
(Tl's) to be amortized over the term of the lease. BOE will relocate its modular furniture
purchased for the annex locations at 621 Capitol Mall and 160 Promenade Circle o the new
facility, thereby avoiding the costs of new furniture purchases.

The cost of the Headquarters relocation component is $15 000 m'FY 2011/12 through
2016/17 for temporary help who specialize in State of Califdrnia.real estate fransactions to
assist BOE in locating, negotiating and securing a suitable campus. Funding of $16.8
million for FY 2014-15, $13.2 million for FY 2015-18 'nd $750,000.for FY 2016-17 and
ongoing is requested where 3,000 +/- employees_gré“reiocated in phases over two fiscal
years (1,500 +/- each fiscal year) from 450 N Stréet and the annex [oc"' ‘ons to the new
Headquarters facility. Z 3

In concert with the project, BOE is also examinihg hy: éil--footprint of its”district offices
and looking for opportunities o reconﬂgure them based n current business needs and cost
considerations.
For the San Diego/San Marcos Off
Assumptions:

Staff moves to

audit/compliance functionis’located in more suburban, least costly locations.
The cost of the SapDiego/San Marcos Office of the Future component is $1.2 million in FY
2011-12, $840, OOO‘m FY 2012-13, $684,000 in FY 2013- 14 and $325,000 in FY 2014-15
and ongoing.

The following table summarizes the total funding request for Alternative 1 which allows BOE
to initiate a site selection for our Headguarters, San Diego, and San Marcos facilities:
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Headquarters — Sacramehto
Alternative | - BOE Vacates Building -151 is Chaptered

_ FY 2016-17
_ and
Fiscal Year FY 201112 FY 201213 FY 201314 FY 201415 FY 2615-16 Ongoing
Phase Phase 1 Phase 2 Phase 3 Phase 4 Phase 5 Phase 6
1,500 1,600 3,000
Employees Employees Employees
Description Construction " Construction Construction Occupy Qccupy . Qcoupy
Temporary Help $150,000 $150,000 $150,000 $150,000 $150,000 $150,000
New Rent Estimate a/ ' %9, o{’}'e 000 $18,000,000  $18,000,000
Rent Offset b/ 0 (10,850,000  {17,400,000)
One-time Cosis ¢f 5,000,000
Total Request $150,000 $150,000 $150,000 $13,200,000 $750,000
San Diego and San Marcos District Offices
Alternative 1 - BOE Vacates Building -151 i Chaptered
Fiscal Year FY 2011-12 FY 201213 0 FY 2013-1@_‘ FY 201415 15‘-_1.6 FY 2016-17
Phase 1 and d- and
Phase Ongoing Ongolng Ongoing
Site selection,
build out oftenant = 140 140 140 140
improvements 140 ~:Employees Employees Employees
Employees Occupy Full  Occupy Full
Description Occupy 6/1/12 Year Year
New Rent Estimate:
Space A - District Support Office d/ 551,000 $606,000 $606,000 $606,000

Space B - District Service Center g/ 234,000 234,000 234,000
Rent Offset {/ {515,000) (515,000) {515,000}
One-time Costs g/

Total Request $684,000 $325,000 $325,000 $325,000

00 $13,525,000  $1,075,000 |

prorated at 50%). 7
on for the two annexed buildings = $17.4 million,

e/ 39 employess x 200 square feet p 86 x $2.50 per square feet x 12 months. FY 2011-12 rent is prorated for 1 month.

/ Rent offset baseline budgeted base Diego at $359,000 and San Marcos at 156,000 for a tota! of $515,000.
FY 2014-15 rent offset is base on Saf-Marcos rent of $156,000.

g/ One time costs for modular furniture and moving expenses, telecommunications and data equipment.

Page 10 of 32




BCP No. X

Pros: :

¢ Minimizes the impact to the General Fund by spreading costs over multiple fiscal years.
¢ Supports BOE's core mission of revenue generation and processing. '

o Potentially minimizes facility related WC claims.

+« Conforms with Legislative intent of AB-151.

« Authorizes BOE to rent or lease needed facilities to meet our business needs.

e Provides DGS with the opportunity fo either repair the 450 N Sireet and San Diego

building while un-occupied or explore alternatives to sell the buildings thereby limiting
the State’s future liabilities/expenses related to the buudlngs special maintenance
requirements. .

» Somewhat mitigates one-time costs of this move by . "‘e‘}*ei;mlnatmg continuing
infrastructure disruptions to our revenue collection process;

» Provides a safe and healthy work environment that alio,

and effectlvely

ployees to work efficiently

Alternative 2 — Assumes AB-151 is not chap 3 ] , DGS costs to locate new
facllities must be added to the proposal Assumes the’ 450 N Street building is not
Assumeg-a sale of the San Diego building

BOE reduces:ils rent: by $6 million annual!y

BOE vacates:ihe: smaining floors on July 1, 2015

“renovation/tenant improvements to aliow the new tenant to move their
remaining staff in no later than July 1, 2016
BOE reduces its rent by the remaining $4.5 million

+ Rent costs are based on current estimate of $2.50 per square foot and may need to be
adjusted upwards to reflect improved market conditions

+ 600 +/- staff are moved from the two annex locations and those leases are terminated in
accordance with the agreements

+ $4.5 million in annual annex location rent is redirected to the new facility

The BOE is seeking a lease build-to-suit arrangement that allows for tenant improvements
{TFs) to be amortized over the term of the lease. BOE will relocate its modular furniture
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purchased for the annex locations at 621 Capitol Mall and 160 Promenade Circle to the new
facility, thereby avoiding these costs.

The cost of the Headquarters relocation component is $150,000-in FY 2011/12 through
2016/17 for temporary help who specialize in State of California real estate transactions to
assist BOE in locating, negotiating and securing a suitable campus. Funding of $17.1
million for FY 2014-15, $13.5 million for FY 2015-16, and $758,000 for FY 2016-17 and
ongoing is requested where 3,000 +/- employees are relocated in phases over two fiscal
years (1,500 +/- each fiscal year) from 450 N Street and the annex locations to the new
Headquarters facility.

otprifit of its district offices
Nt business needs and cost

In concert with the project, BOE is also examining the physwaE 3
and looking for opportunities to reconfigure them based on ¢
considerations.

For the San Diego/San Marcos Office of the Futur_‘_;

Assumpticns:

Staff moves to new locations effective Juﬁe 't"
Bu1ldtng is sold by July 1, 2013

San Marcos rent ceases upon n
existing lease
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rizes the total funding request for Alternative 1 which
allows ‘BOE to initiate e selsction for our Headquarters, San Diego, and San Marcos

facilities:
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Headquarters — Sacramento
Alternative 1l - BOE Vacates Building -181 is Nof Chaptered

BCP No. X

FY 201817
and
Fiscal Year FY 201112 FY 201213 FY 201314 FY 2014-15 FY 2015-16 Ongoing
Phase Phase 1 Phase 2 Phase 3 Phase 4 Phase 5 Phase 6
1,500 1,500 3,000
Employees Employees Employees
Description Construction Construction  Construction Qocupy Occupy
Temporary Help $150,000 %150,000 $150,000 $150,000 $150,000
New Rent Estimate a/ $18,000,000  $18,000,000
Rent Offset b/ (10,850,000) (17,400,000}
One-time Costs ¢f 6,000,000
DGS Costs df 282,000 8,000
Total HG Request $13,482,000 $758,000
Fiscal Year FY 201112 FY 201415 FY 2015-16 FY 201817
Phase 1 and and
Phase Ongoing Ongeing
Site selection,
build out of tenant 140, 140 140 140
improvéments 140 Employge: Employees Employees Employees
yees Occupy Full  Occupy Full Ocoupy Full  Occupy Full
Description ; Year Year Year Year
New Rent Estimate: ¥ '
Space A - District Support Office e/ $606,000 $606,000 . $608,000 $606,000
Space B - District Service Center f{ 234,000 234,000 234,000 234,000
Rent Offset of (158,000} {515,000) (515,000} (515.,000)
One-time Costs h/ i :
DGS Costs d/ 23,000 9,000 4,000 4,000 4,000
Total Requ “ $863,000 = $693,000 $329,000 $329,000 $328,000

al 600,000 square feel x $2;5
B/ Estimated HQ budgeted rent at$
FY 2014-15 rent offset at 50% ¢

illlon for the two annexed buildings and
FY 2015-16 $4.5 million for the two’ xed building plus 50% of HQ budgeted base of $12.9 million
o During FY 2014-15, 1,500 Employeesx $6,600 for modutar furniture and moving expenses.
During FY 2015-16, out of the 1 500’employees maving, 600 already have modular furniture, so
900 x $6,600 for modular furniture and moving expenses. ‘
d/ DGS costs include one time ARF fee, monthly lease/rent cost, and costs for space planning
el 101 employees x 200 square feet per employee x $2.50 per square feet x 12 months. FY 2011-12 rent Is prorated for 1 month.
f/ 39 employees x 200 square feet per employee x $2.50 per square feet x 12 menths, FY 2011-12 rent is prorated for 1 month.
g/ Rent offset baseline budgeted base for San Diego at $359,000 and San Marcos at 156,000 for a total of $515,000.
FY 2014-15 rent offset is base on San Marcos rent of $156,000.
h/ One time costs for medular furniture and moving expenses, telecommunications and data equipment.
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Pros:

* Minimizes the impact to the General Fund by spreading costs over multiple fiscal years.

« Supports BOE's core mission of revenue generation and processing.

* Somewhat mitigates the one-time costs of this move by the eliminating continuing
infrastructure disruptions to our revenue collection process.

« Provides a safe and healthy work environment that allows employees to work efficiently
and effectively.

e Minimizes staff disruptions from moving to “swing” space within the Headquarters
building and San Diego area.

. Ailows for the seamless transmon of the 600 +/- employees from tihelr temporary location
Provides adequate room for reasonable program growth.
Potentially minimizes facility related WC claims.

Cons: -

» Requires a budget augmentation.

¢ Limits alternatives available to DGS to .ac
identify and locate a backfill tenant for 450 N'S eet. .

» May require DGS to seek additional Leges]atlve authority to act.

Alternative 3 — Deny this request.

administration role will’ ‘continue to be d;srupted by building
istory of the 450 N Street building and its infrastructure
revenue delaysllosses will need to be factored in at the
] Aould antlcrpate on- gomg hrgher costs to address the

(e.g., electrica
generating activities: - Due to the construction defects and encapsulated mold in the building
special maintenance protocols will be required to “manage” the building. These protocols
generally require containments bhe constructed when any water event or needed
madification requires that sheetrock be cut, baseboards be removed or other building
repairs. This makes the cost of such basic repairs/renovations significantly more expensive
and time consuming. The San Diego district office building will continue to pose health and
safety concerns, and will not meet business operational needs. WC claims related to these
buildings are expected fo continue to rise, and potential business operations needs that go
unmet continue the risk of improper cash handling and breaches of security.

Page 14 of 32




BCP No. X

Finally, this alternative does not support BOE’s plans fo revise its service delivery model and
modify district and branch office footprints which may result in reduced rental costs.

Pros:

Cons:

Does not require a budget augmentation.
Does not require strategic planning.

Does not limit the State's future liabilities/expenses related .o the buildings special
maintenance requirements as DGS will not have the opportup y.:i.to gither repair the 450
N Street and the San Diego buildings while un-occupied_gr explore alternatives to sell
the buildings. A,
Conflicts with AB-151 and approved legislation authdrizing“BOE to rent or lease any
property to meet our business needs. S

inhibits BOE's ability to continue with its coré*ission of reven’
processing due to disruptions caused by bwldmg issues.
Does not provide adequate room for reasori b
Increased costs to the State of Califérnia
Headquarters and San Diego buildings. : -

Provides challenges to the State and to BOE’s ability o provide a safe and healthy work
environment that allows employées to work efficiently“and effectively.

Continues staff disruptions fromZmg to “swing sp" ithin the Headquarters
building and in the San Diego area
Requires the Headquarters operation to F

> generation and

taiion to the

in: disjointed due to the need to house
City-dimitation.

Failure to relocate: yees will lik esult in increased costs to the State in lost
revenue generatmg produ _tivxty and continued We claims, increased requests for
reasonab]e modaf n to work m another iocatxon due to the on-going

employees outside of the main bu;!dmg du

E. Facility/Capital Oii ay Considerations

This Budget Change Proposal addresses BOE business operational needs, building
deficiencies, and health and safety issues through the Headquarters and San Diego district
office relocation of employees. The BOE would apply the funding currently allocated for
facilities rent of $12.9 million for Headquarters, $359,604 in San Diego, and $156,120 in San
Marcos to be used to offset new rental costs. The rent wouid be offset on a pro-rata hasis
for Headquarters based on the number of employees remaining in 450 N Street during each
move phase. This would also provide DGS the authority to explore alternatives to seli,
exchange, lease or any combination thereof, the 450 N Street building.
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It should be noted that BOE did not receive a specific allocation to pay the “loan” on the 450
N Street building, but we understand that a portion of the $12.9 million BOE currently pays
to DGS was to be used o pay bond debt service on the building if and when the bonds are
sold. The BOE proposes that the entire facilities rental allocation of $12.9 million be retained
by BOE to help offset the costs of facilities rent at the new location.

. Outcomes and Accountability

employees is not a constant concern.
associated with repair, construction and rem
in the building. Securing business operations’ii'
effectively collect and generate revenue.

The Deputy Director of Administration will maintain ™

ntrol and oversight of the office
relocations. '

. Timetable

Upon approval of the mmended alternative, BOE will conduct planning and site
searches to implerient this proposal beginning July 1, 2010. For the San Diego and San
Marcos offices, .asi would b seiected durmg FY 2011 12 and then all employees would
be moved into the

FY 2014-15

FY 2015-16

Phase 5 Phase 6
Site selection ™ "Construction 1,500+/- Employees | 1,500+/- Employees
Occupy Occupy

. Recommendation

Alternative 1 is recommended. Approve a budget augmentation of $1,299,000 in FY 2011-
12, $990,000 in FY 2012-13, $834,000 in FY 2013-14, $17,125,000 in FY 2014-15,
$13,525,000 in FY 2015-16, and $1,075,000 in FY 2016-17 and ongoing to fund the site
selection and tenant improvements for the relocation of Headquarters and provide the
ongoing funds for the San Diego and San Marcos offices at new locations.
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Funding for the Headquarters is requested in FY 2014-15 for the phase where 1,500+/-
employees are relocated and funding is requested in FY 2015-16 for the last phase where
1,600+/- employees are relocated. Approval is consistent with AB-151 for BOE to locate its
own headquarters facility and rent or lease any property to meet our business needs.

Fiscal Detail

See aitached “Fiscal Detail” schedules.
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STATE BOARD OF EQUALIZATION
Fiscal Year 2011-12
Board of Equalization — Offices of the Future
Headquarters and San Diego/San Marcos Offices

List of Exhibits

Exhibit | — BOE Field Offices with a Public Counter Lease Information;;

Exhibit [I- LaCroix Davis LLC, State Board of Equaltzatlon Buﬂdmg Assessment Final Report,
February 25, 2009 i
hitp.//imwww.boe.ca.goviinfo/pdf/LCD BOE FmalReoort!LCD B@E Final“k

Exhibit HI- Stantec Architecture [nc., State Board
May 19, 2009

http://www.boe.ca.gov/info/pdf/Building -Infrastructure Stan
udy Final.pdf

{BOE Building Infrastructure St

Exhibit [V — BOE Headquarters Costs, June

Exhibit VV - Building Invéstigations and Reports for 450 N Strest Building

Exhibit VI — Building History'Z

Exhibit Vil - Letter dated Féb
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Exhibit |
BOE Field Offices
with a Public Counter Lease Information
STATE
EQ DIST owNED | FIRMTERM LEASE
DISTRICT| - OFFICE CODE ADDRESS BLDG EXPIRATION'| EXPIRATION

1 Qakiand CH |151& Clay Strest, Ste. 303 Y MA N/A

1 Salinas GHC |111 East Navajo Drive, Ste. 100 N 8/31/2009 8/3112013
1 San Francisco BH |121 Spear Street, Ste. 460 N 713172010 713112012
1 San Jose GH |100 Paseo De San Antonio Y NIA NIA

1 Santa Rosa JH |50 D Street, Rm 230 Y NIA NIA

1 Suisun City JHF 333 Sunset Avenue, Ste. 330 N 8/31/2010 8/31/2014
2 Bakersfield ARH 11800 30th St Ste. 370/380/300 N 313142008 | . 33142008
2 Fresno KHO [8050 North Palm Ave., Ste. 205 N 9/30/2012 913012018
2 Redding KHM [2881 Chumn Creek Road, Ste. B N 5/30/20086 4/30/2011
2 Sacramento KH/OH | 3321 Power Inn Road, Ste. 1307210 N 6/30/2008 6/30/2018
2 Ventura AR 4820 McGrath Street, Ste. 260 M . TI312014 713172015
3 El Cenfro FHA | 1550 Main Street N NIA 1043142010
3 Ivine EA [16715 Von Karman Ave., Ste. 200 N 113112013 7/3112018
3 Rancho Mirage | EHC {35-900 Bob Hope Dr., Ste. 270/280 N 713120140 1i31/2014
3 Riverside EH |3737 Main 8,9, 10, & 11th Flrs Y WA NiA

3 San Diego FH |1350 Front Street, Rm 5047 Y NIA N/A

3 San Marcos FHB |334 Via Vera Cruz, Ste. 107 N 473072010 413012014
4 Cubver City AS  |5901 Green Valley Cir., Ste. 200 N 1173072013 11/30£2017
4 MNorwalk AA 12440 E Imperial Hwy, Ste. 100 N 473012009 103142012
4 Van Nuys AC 115356 Sherman Way N 1173042009 1443012010
4 West Covina AP [1521 W Cameron Ave., Ste. 200/300 N 41302014 413012018

1 After the firm term expiration date, the lease will continue uniil a 3¢ to 80 day cancellation notice ie provided.
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Exhibit IV
Expended and Projected Costs
BOE Headquarters
450G N Street
As of 6/24/2010
BUILDING COST REMEDIATION AND MODERNIZATION COSTS
PMIB Loan $81,001,600 ! Expended Costs
Accrued interest and administrative fees 9,762,646 DGS Remediation fo Date $13,203,682
(as of 11/20/2008) BOE Remediation FYs 07/08, 08/02, 09/10 8,277,212
: Curtain Wall Project 15,500,000
Carpet and Paint 1,058,887
Total Costs to Date $38,039,881
Projected Costs
DGS Remediation Cosls $4,609,182 2
BOE Remediation Costs FY 10/ 1,489,000
Carpet and Paint Remediation 977 414 ®
Stantec Repairs Hard Cosls 7,829,500 ¢
Stantec Repairs Estimated Soft Cosls 2,200,000
Elevator Modemization 2,100,000 &
Elovator Infrastructure 200,000 *
Total Projected Costs $19,396,076
- TOTAL OWED ON BOEHQ AS  $90,764,246 TOTAL REMEDIATION AND $57,435,957

OF 11/20/2009 MODERNIZATION COSTS

"Note: DGS entered into a lease purchase agreement vith CalPERS in 1993. [n 2006, DGS exercised its option to accelerate its
tease purchase and on January 17, 2007 DGS received a PMIB loan of $81,001,600. Title transferred to DGS on February 1, 2007 in
which CalPERS received $80,675,843 for the sale of 450 N Street. Est. interest accrual for 11/20/09 to 10/22/2010 is $496,304 which
.does nof include SMIF earnings.

Zinchides soft costs and a 7% contingency.

3 Includes a $15,000, or 1.233%, reduction on $1.2 million ARF transfer for DGS's ARF Recovery Plan.

4 inciudes Priorty 1, 2, and 3 repairs as outlined in Stantec’s May 19, 2009 report pages V and V1. Estimate updated by DGS in
meeting of 1/11/10 to account for items beina completed in other projects.

% Email from Tim Bow 10/1/2009.
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Exhibit V

450 N Street Building: Studies and Reports

Dreyfuss and Blackford Optimization Study
August 8, 1997

McGinnis Chen and Associates
Capitol Square Water Infiltration Investigation Report
June 1, 1998

McGinnis Chen and Associates
450 N Street Curtain Wall Investigation Report
December 19, 2003

McGinnis Chen and Associates
450 N Street Exterior Envelope Remediation
January 24, 2005

McGinnis Chen and Associates
450 N Street Emergency Survey and Investigation Report
Novamber 15, 2005

LaCroix Davis Building Assessment Report:Sum
December 26, 2008

Final LaCroix Davis Interim”
December 26, 2008

Final LaCroix Davis Bu
February 25

Stantec BOE Buildin
May 19,:2009
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> 1981-1992:

> 12/1/1992:

» 1994-1995:

> 1998

> 6/1/1998:

> 4/1899-2000:

9/1/1999:

Winter 2001-201

>
> 8/1/2001:
>
P

6/1/2004:

9/1/2005:

» 5/1/2006:

> 9/21/2007:

BCP No. X

Exhibit VI
(Page 1 of 2)

Building History

The Capitol Square Building (450 N Street) is under construction.”
DBE (Dreyfuss Blackford) is the architect and HP (Hense!l Phelps)
the general contractor.

450 N Street was substantially complete

alPERS, HP, and

During occupancy of building by B
ysion problems.

DBE pursued efforts fo resolve

andrel panel felf from south elevation between 7"
d 8" floors.

‘Spandrel panels cracked, shards of glass fell into garage
i~ deck. Emergency pedestrian protection installed.

DGS contracted with J. R. Roberts Construction Company
to make repairs in three phases: spandrel panel repair,
vision panel repair, balcony deck repair.

BOE facilities staff discovered wall discoloration; BPM
ESHOP tape lifts and bulk samples positive for fungai growth.
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9/28/2007:

10/8-9/2007:

10/19/2007:
2009:
10/2/09:

10/12/09:

10/08:

12/2/09;

1/20M10:

2/10M10:

BCP No. X

Exhibit VI
(Page 2 of 2)

Building History

Relocation of BOE employees from 22™ and 23" floors.

BOE staff relocated from 24" floor reported to temporary
work location.

Additional visible mold grow
11" floors women's restro6

cetllng and vestibule areas. Wet
¥ floors due to a Eeaklng channel

or balcony ‘doors leaked during storm in January.
ak in the curtain wall at the penthouse was found.
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Exhibit VII
(Page 1 of 2)

State df Callfornia ’ , Board of Equalization
Cifice of Executive Director —MIC: 73
Telephone: (916) 327-4975

Memorandum

,To  : M. Ron Diedrich, AclingDirector' ' pate: February 11, 2010
Department of General Services . .

lel'n t Ramon J, Hirsig, Executive Director
State Board of Bqualization /

Subject: . San Dlego State Building — 1350 Froit Street, San Mego

This will serve as the Board of Equalization’s (BOE) official notice to the Deparfment of General
Services (DGS) of our infention to move the approximately 100 staff out of the San Diego State
Building located at 1350 Front Street, San Diege, as soon as possible, In addition, BOE does not
wish to be included as future tenants of the leased building that is being contemplated as patt of
the sell/lease package that will be negotiated for this site duting the next 6-12 months,

After reviewing our options regarding this space, BOE has determined that moving our staff to
aliernative focations is the best declsion for the following reasons:

o BOR is currently evaluating our service delivery model to defermine our ability to have a
smaller customer service presence hy this major downtown area and locate the remainder
of the staff in an outlying area where rent is less expensive, San Diego will serve as the
pilot for this model, .

+ It does not make prudent fiscal sense to invest money in the needed repairs to the Front
Street building, given that it is to be sold within the noxt 6-12 months, DGS has
estimated the carpet replacement cost alone to be approximately $200,000, .

¢ The clevators break down regulatly, limiting the ability for our taxpayers and staff to
access out second and fifth floor space.

& The carpet is in such bad condition that it has cavsed several trips and falls for BOE

. staff,

"»  There are a number of repales or modifications needed to the BOE spacs; however, we
have been told these repaivs must be done under contajtument due to asbesfos in various
materials in the BOE space, making repairs very costly aud the process raising great
concerns by employees and the labor union,

During our annval budget discussions with jhe Department of Finance, at which members of
PGS management team were present, it was agreed that BOB would be atlowed to pursue
options fo move from the San Diego building as long as the move did not require a general fund
augmentation. In addition, DGS was asked to provide the “discounted rent rate” if the space
were vacated and services- discontinued and o work with BOE to detenmine if they could be
excluded from the sell/lease plan that was currently being plauned for this building. Baged on
direction from this meeting, BOE held an additional meeting with Mr, Joe Mugartegui, Manager,
DGS Asset Management Branch, Tt was agreed at that inesting that a letter to you would be the
appropriate first step to begin this process, BOE will be following up with the formal
documentatton (CRUISE, FORM 9 & 10's), to facilitate this relocation,

We understand that BOE may be required to continue to pay rent at this location until either a
backfill tenant can be located or the sale or long-ferm lease of the building is completed, Tt is
BORB’s expectation, that if a backfill tenant is not located, our requirement o continue fo pay rent
will cease when the ownership transfer of the butiding is completed. 13IGS staff has estimated an
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Mr. Ron Dicdrich ‘ 2 February 11, 2010

annval rent reduction of $16,544 (out of $400,000} may be possible when ali services to the
space are discontinued. While any reduction is appreciated, this amount seems mintmal given
that the building does not have a mortgage or bond debt payment, therefore, the rental rate shovld
be primarily DGS services and utilities. Any assistance you can provide in determitiing an
equitable rent reduetion is greatly appreciated. '

We look forward o werking with your staff to quickly accomplish this move, Please feel free to
coritact me directly at {916) 327-4975 or via email at ramon.hirsia@hos.ca.goy.
R
ce: Honorable Michelle Steel, Board of Equalization Member, Third District
Mr, Louis Bamett, Chief of Staff, Board of Equalization, Thitd District

Ms, Liz Houser, Deputy Directot, Adniinistration Department, BOE .
Ms. Randie Henry, Deputy Director, Sales & Use Tax Department, BOE
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DATE: August 25, 2010
STATE OF CALIFORNIA
BUDGET CHANGE PROPOSAL--FISCAL DETAIL
STATE OPERATIONS
FISCAL YEAR 201112
(Dollars in Thousands)

Title of Proposed Change: BOARD OF EQUALIZATION - OFFICES OF THE FUTURE

‘Program/Element/Component: All Programs/All Elements

PERSONNEL YEARS
cY BY BY +1 cY BY BY +1
2010-11 201112 201213 2010-11 201112 201213

TOTAL SALARIES AND WAGES _u $110 $110

Salary Savings
NET TOTAL SALARIES AND WAGES 110 . 110

Staff Benefits_as 40 40

Distributed Administration_b/

TOTAL PERSONAL SERVICES $150 $150
OPERATING EXPENSE AND EQUIPMENT

General Expense ' $910

Distributed Administration

Printing

Communications 49

Postage

Travel--In-State

Travel--Out-of -State

Training

Facilities Operations 71 840

Consulting & Professional Services: Interdeparimential

Consuiting & Professional Services: External 70

Department of Technology Services

Data Processing 49

Equipment
Other Items of Expense: {Specify Below)

_al See page 31 of 32 for Hemized staff benefits and classification detail,

_b/ Represents Distributed Administration costs resulting from this BCP. The Distn'buted Administration costs for existing BOE programs will reflecta

corresponding decrease which will be addressed in the Planning Estimate process.
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TOTAL OPERATING EXPENSE AND EQUIPMENT

TOTAL EXPENDITURES (State Operations)

Source of Funds

General Fund

Special Funds:
Breast Cancer Fund
State Emergency Telephone
Motor Vehicle Fue! Account
Occupational Lead Prevention Fund
Childhood Lead Polsoning Prev. Fund
Cig. and Tobaccao Pred, Surtax Fund
Oil Spill Prevention and Admin. Fund
Integrated Waste Management
Underground Storage Tank Fund
Energy Resources Programs Account
CA. Children and Families First Trust Fund
Federal Trust Fund
Timber Tax Fund
Gas Consumption Surcharge Fund
Water Rights Fund
Elec. Waste Recovery and Recycling Acct,
Cig. and Tobacco Prod. Compliance Fund

Federal Funds

Other Funds

Reimbursements

Net Tetal Augmentation (Source of Funds)

(0001)

(0004)
(0022)
(0081)
(0070)

(0080) .

(0230)
(0320)
(0387)
(0439)
(0465)
(0623)
(0890)
(0965)
(3015)
(3058)
(3085)
(3067)

(0995)

BCP No. X

cY BY BY + 1
201011 201112 201213

$1.149 $840

$1,209 $990

 $874 $661

12 12

3 3

2 2

7 7

1 1

4 4

$396 $300

$1,200 $990
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DETAIL OF STAFF BENEFITS

AND PERSONAL SERVICES
cY  BY BY + 1
2003-10 201112 2012-13
Staff Benefits Detail: (Whole Dollars)
OASDI $8,415 $8,415
Health Insurance 14,568 14,568
Retirement 16,311 16,311
Workers' Compensation 66 66
Industrial Disability Leave 95 - 95
Non-Industrial Disability Leave 85 85
Unemployment Insurance 55 55
Other 370. 370
TOTAL $39,965 $39,965
Positions Amount .
cY BY BY+1 = Salary cY BY BY + 1
Classification 2010-11 2011-12 2012-13 Range _af 2010-14 201112 2012-13
Department
Blanket Funds:
Overtime (Various)
Temporary Help 110,000 110,000
TOTAL SALARIES AND WAGES $110,000 $110,000

_al/ The salary is the mid-step of the salary range for tha stated classification:
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DEPARTMENT: State Board of Equalization
BCP NO. X

FISCAL YEAR 2011-12

DATE: August 25, 2009

SUPPLEMENTAL INFORMATION

Dollars in Thousands

Current Budget Budget
Year Year Year + One
2010-11 201112 201213
Proposed Equipment:
N/A
Total
Proposed Contracts:
N/A
Total
One-Time Costs:
General Expense $910
Telecommunications 70
Consulting & Professional Services: External (Moving Expenses) 49
Data Processing 49
Total $1,078
Future Savings:
N/A
Total

Full-Year Cost Adjustments:

N/A

Total




