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BOE FY 2012/13  BUDGET CHANGE PROPOSAL OVERVIEW
(as of 08/10/11 - in 000's)

Budget Items 2012/13 2013/14

BCP's Benefit/ Benefit/ 
Positions Total Cost Revenue Cost Ratio Positions Total Cost Revenue Cost Ratio

BCP #1: Headquarters Facility Consolidation: The 
Board of Equalization (BOE) requests funding to  - $500 - - - $500 - -
reimburse the Department of General Services for 
any reasonable costs or expenses to lease a facility, 

GF $287 GF $287relocating the BOE’s Headquarters and annex 
facilities to a consolidated location.  SF $77 SF $77

R $136 R $136

BCP #2: Natural Gas: This proposal requests 
ongoing Special Funding for the permanent 
establishment of 2.0 limited-term positions, scheduled 2.0 $227 $14,077 61.7:1 2.0 $227 $14,077 61.7:1
to expire on June 30, 2012, and to meet the continued 
needs of the Natural Gas Surcharge Program. 

SF $227 SF $227

BCP #3: Tax Gap II: This proposal addresses 
California's estimated $2.3 billion sales and use tax 
gap by focusing on improved compliance related to 18.0 $5,386 $24,950 4.6:1 23.0 $3,158 $29,950 10.1:1
use tax, registered taxpayers and non-filers and tax 
evaders. The proposal addresses resource needs in 
the areas of education and outreach and enforced GF $3,583 GF $2,166
compliance. R $1,803 R $1,013

1. Use Tax Educational Outreach Campaign 5.5 3,137 9,650 3.1:1 5.5 583 9,650 16.6:1
2. Desk Audit Program 9.5 919 3,400 3.7:1 9.5 810 3,400 4.2:1
3. Expanded Bankruptcy Collections 3.0 330 1,900 5.8:1 3.0 297 1,900 6.4:1
4. Penalty and Interest Reprieve Program 5.0 468 5,000 10.7:1
5. Reward Program 1,000 10,000 10.0:1 1,000 10,000 10.0:1

Total: 20.0 $6,113 $39,027 - 25.0 $3,885 $44,027 -

GF: General Fund, SF: Special Fund, R: Reimbursments
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Fiscal Year 
2012-2013 

BCP No. 
1 

Org. Code 
0860 

Department 
State Board of Equalization 

Priority No. 
1 

Program 
All Programs 

Element 
All Elements 

Component 
N/A 

Proposal Title 
HEADQUARTERS FACILITY CONSOLIDATION 

Proposal Summary 
The Board of Equalization (BOE) requests $500,000 in funding ($287,000 General Fund, $77,000 Special Funds 
and $136,000 Reimbursements) to reimburse the Department of General Services for any reasonable costs or 
expenses to lease a facility, relocating the BOE's Headquarters and annex facilities to a consolidated location. 

Requires Legislation Code Section(s) to be Added/Amended/Repealed 

[gj Yes D No 

Does this BCP contain information technology (IT) 
components? DYes [gj No 

Department CIO Date 

If yes, departmental Chief Information Officer must sign. 

For IT requests, specify the date a Special Project Report (SPR) or Feasibility Study Report (FSR) was 
approved by the California Technology Agency, or previously by the Department of Finance. 

D FSR D SPR Project No. Date: 

If proposal affects another department, does other department concur with proposal? DYes [gj No 
Attach comments of affected department, signed and dated by the department director or designee. 

Budget Officer Date Chief, Financial Management Date 

Deputy Director, Administration Date DateExecutive Director 

Department of Finance Use Only 

Additional Review: D Capital Outlay D ITCU D FSCU D OSAE D CALSTARS D Technology Agency 

BCP Type: 

PPBA 

D Policy D Workload Budget per Government Code 13308.05 

Date submitted to the Legislature 

Item P5.2a 
08-23-11 



BCP. No 1 

State Board of Equalization 

Fiscal Year 2012-13 

BOARD OF EQUALIZATION - HEADQUARTERS FACILITY CONSOLIDATION 

A. Proposal Summary 

The Board of Equalization (BOE) requests $500,000 in funding ($287,000 General Fund, 
$77,000 Special Funds and $136,000 Reimbursements) to reimburse the Department of 
General Services (DGS) for any reasonable costs or expenses to lease a facility, relocating the 
BOE's Headquarters and annex facilities to a consolidated location. 

B. Background/History 

The BOE Headquarters building is located at 450 N Street. Construction of the building began 
in 1991 and was completed in January 1993. It is a twenty-four story office facility which 
includes a four level parking structure, ground floor cafeteria, and a children's daycare center. It 
is owned by the State of California, and maintained and managed by DGS. The BOE moved its 
headquarters operations into the building in February 1993 and currently rents from DGS. 

At the time that the BOE relocated to the Headquarters building, the facility was an adequate 
space for the number of employees and also held a growth factor. However, due to 
programmatic expansion, the BOE has outgrown this space. The Headquarters' facility was 
designed to house 2,200 employees, whereas the BOE's business needs require space for 
approximately 2,900 authorized positions. As a result, the BOE has been forced to relocate 
one-fourth of the headquarters operations to four separate annex locations throughout the 
greater Sacramento area. 

Insufficient to meet the BOE's business needs 
Prior to May 2010, approximately 2,900 of the BOE positions were assigned to the 
Headquarters location at 450 N Street; which was built to hold a maximum of 2,200 employees. 
The overcrowding is due largely to growth in the staffing level to address legislative mandates 
for revenue collection and enforcement efforts. As a result, the BOE has been forced to move 
approximately one-fourth of the Headquarters operations to annex locations, disjointing staff 
and disrupting business functions. In order to be an efficient and effective organization, a 
consolidated workforce will enable the BOE to create new efficiencies while also 
accommodating long-term growth. 

To address overcrowding issues, the BOE temporarily relocated approximately 700 employees 
and over one million taxpayer records to four annex locations, two in West Sacramento, 
one in Natomas, and one in downtown Sacramento. 
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BCP No.1 

The table below identifies the BOE programs and their annex locations as of April 27, 2011: 

BOE HQ Programs Positions Relocation Date Annex 

Motor Carrier/lFTA* 54 May 2010 1030 Riverside 
(Permanent) W. Sacramento 

BOE HQ Programs Positions Relocation Date Annex 

Legal Department 
Board Proceedings 
External Affairs-Web and 327 July 2010 621 Capitol 

Media Design Sacramento 

Taxpayer Records 28 August 2008 3600 Industrial Blvd. 
W. Sacramento 

Tax Collection Programs 
External Affairs - Call Center 
Admin. Department - Training 

315 December 2010 
160 Promenade 

Sacramento 

Main HQ Operations 2,134 	 450 N Street 
Sacramento 

TOTAL 	 2,804 

*This BOE program will not be relocating to the new Headquarters consolidated location. 

The addition of the annex facilities has provided room to house approximately 700 employees 
that will not fit in the Headquarters building, but even these facilities are at maximum capacity 
and leave no room for growth. Based on growth trends determined by the BOE that assume 
modest growth of 56 pOSitions per year over the next three years, there will be inadequate 
space for any new positions. If additional tax or fee programs are mandated, approximately 12 
months would be needed to locate facilities to house the new staff and would further delay 
program implementation. Given the critical revenue generating work performed by the BOE, it 
needs a facility that can house all Headquarters staff, with reasonable room for growth - similar 
to the Franchise Tax Board's (FTB) campus. 

The BOE is responsible for the administration and collection of taxes and fees that provide 
approximately 35.6 percent of annual revenue for state government; while also administering 
essential funding for counties, cities, and special districts. In fiscal year 2009/10, the BOE 
collected revenues totaling $50.7 billion. Operating a Headquarters function from five locations 
creates inefficiencies that ultimately cost the state thereby affecting its net revenue stream. 
Operating the BOE's Headquarters from five locations has increased operational costs to 
support additional infrastructures, information technology, and telecommunications. Operating 
out of five separate locations creates a working environment that is untenable and results in 
unrecovered costs that are not quantifiable. 

The BOE must consolidate into a sustainable designed facility scalable for growth where a 
culture of service will prosper. A more effective organization will emerge, similar to the FTB 
campus, dedicated to serving all Californians by consolidating operations in a low to mid-rise 
facility. The BOE will be better served in a facility that meets sustainable design principles, 
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BCP No.1 

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 
commercial office market is relatively flat with employment figures falling. This unique 
combination of a slow real estate market and the availability of viable redevelopment areas 
creates a strategic opportunity for the state to potentially lease before future transit-oriented, 
mixed-use centers become too costly or unavailable. 

C. State Level Considerations 

BOE collects taxes and fees that provide approximately 35.6 percent of the annual revenue for 
state government and essential funding for counties, cities, and special districts. The BOE 
administers the state's sales and use, fuel, alcohol, tobacco, and other taxes and collects fees 
that fund specific state programs, which, in fiscal year 2009-10, produced $50.7 billion for 
education, public safety, transportation, housing, health services, social services, and natural 
resource management. 

The DGS has been authorized to develop 1.4 million square feet of office space, pursuant to 
Government Code (GC) Section 8169.6, known as the West End Office Complex. When the 
BOE vacates the 450 N Street building, approximately 640,000 square feet of existing state 
office space will become available for use by the DGS in lieu of constructing a new building. 

D. Justification 

Approval of the requested funding will provide employees with a functional work environment in 
order to operate more efficiently and effectively in meeting the BOE's core business-activities of 
collecting the state's revenues. Consolidation of the 450 N Street building and annex locations 
will allow the BOE to generate and process revenue more efficiently, protect the health and 
safety of employees, eliminate inefficiencies associated with managing operations across 
multiple annex locations, and accommodate future short-term and long-term growth. This will 
ensure the BOE's ability to meet future directives by the Legislature to generate much needed 
revenue for the state. 

E. Outcomes and Accountability 

This proposal will enable the BOE to collaborate with DGS to prepare the Program Data Sheets 
to facilitate a Facility Design package and to identify a Headquarters' site that is scalable for 
growth and meets the BOE's immediate and long-term business needs. The Headquarters 
employees will be consolidated to a location that meets the business needs of the BOE. 
Securing business operations allows the BOE to efficiently and effectively collect and generate 
revenue. 

The Deputy Director of Administration will maintain control and oversight of the site search. 

F. Analysis of All Feasible Alternatives 

Alternative #1: The BOE will work with DGS to lease a facility, relocating the BOE's 
Headquarters and annex facilities to a consolidated location. 
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BCP No.1 

Collaborate with DGS to prepare the Program Data Sheets to facilitate a Facility Design 
Package with which to solicit proposals, conduct site searches, and negotiate favorable 10l1g 
lease terms with responsive parties to provide the BOE a suitable facility in order to conduct its' 
statutory and business requirements. The BOE will pay DGS for $500,000 through an 
interdepartmental agreement based on DGS's price book to prepare a Facility Design Package. 
This Budget Change Proposal provides for sufficient funding to conduct these initial activities. 

Pros: 
• Allows the BOE to locate needed facilities to meet our business needs to more effectively 

serve our taxpayers. 
• Supports the BOE's mission of revenue generation and processing. 
• Supports BOE's Strategic and Business Plans. 
• Conforms with 	 GC 14669 (a) allowing DGS to lease a facility for the BOE which is 

compatible for the BOE's business needs. 
• Plans for adequate space and reasonable program growth. 
• Provides solutions to minimize staff disruptions, lost productivity, and revenue loss. 
• Plans for the seamless transition of the 700 +/- employees from their temporary location into 

the new Headquarters facility at the end of the firm term of their lease. 

Cons: 
• Requires a budget augmentation. 

Alternative #2: Internal redirection of Operating Expenses and Equipment. 

Redirect internal operating expenses and eqUipment funds. 

Pros: 
• Eliminates budget augmentation. 

Cons: 
• Reduces planned support for revenue generating activity. 
• Would inhibit the BOE from moving forward with Strategic and Business plans to consolidate 

the Headquarters facility. 

Alternative #3: Postpone Architectural Revolving Fund projects. 

Redirect internal funds and postpone planned projects until additional funding is obtained. 

Pros: 
• Eliminates a need for budget augmentation. 

Cons: 
• Disrupts and delays implementation of BOE's three-year facility master plan. 
• Aging facilities would continue to deteriorate without needed repairs. 
• Does not address inadequate space for current operations. 

Alternative #4: Continue the BOE's Headquarters operations from five separate locations. 

Continue to operate the functions of the HQ Facility from five different locations resulting in 
untold revenue lost through inefficiencies by not working cohesively in a consolidated location. 
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BCP No.1 

Pros: 
• Does not require a budget augmentation. 
• Allows DGS to work on other facility related projects. 

Cons: 
• Inhibits the BOE's ability to strategically plan for its mission 	of revenue generation and 

processing. 
• Does not allow planning for adequate space for reasonable program growth. 
• A lack of long-term space planning provides challenges to the state and to the BOE's ability 

to work efficiently and effectively. 
• Headquarters business operations would remain disjointed due to the decentralization of the 

BOE's Headquarters' employees in five separate locations as a result of capacity limitations. 

G. Implementation Plan 

Upon approval of Alternative #1, the BOE will collaborate with DGS to conduct planning and 
site searches to implement this proposal beginning July 1, 2012. For the Headquarters 
relocation, a multi-year phased approach will be used for site selection (2013), construction 
(2013-2015), and moving all 2,900+/- employees from the BOE's Headquarters and annex 
facilities to a consolidated location which should be completed near the end of 2015. 

H. Supplemental Information (Space/Facility/Equipment Needs) 

DNone D Facility/Capital Costs D Equipment ~ Contracts D Other 

Consulting and Professional Services will be necessary, as the BOE will initiate an 
interdepartmental agreement with DGS to prepare a Facility Design Package. The BOE will pay 
DGS $500,000 for these services, based on DGS's price book. 

I. Recommendation 

Alternative #1 is recommended. Approve a budget augmentation of $500,000 in FY 2012-13 
to fund a Facility Design Package for the relocation of the BOE's Headquarters. 
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DF-46 (REV 05lU) BCP No.1 

Fiscal Summary 
(DoNers it; thousarids) 

ProgramBCP ~lo IProposal Title 
HEADQUARTERS FACILITY CON SOUDATION All Programs 

Personal Services Positions 

~ 
BY BY+ 1 

Total Salaries and VVages 
. 

00 iSalary Sa',;n!=ls -0,0 
Net Total Salaries and Wages 00 00 
Total Staff Benefits ~ 
Salary' Savings 
Net Total Staff Benefits 

Distributed Administration 
Total Personal Services a a 00 00 
o'peratmg Expenses andE:qUlpment 

Dollars 
CY BY BY + 1 

General Expense 
Distributed Administration 

Printing 
COlllmunications 
Postaqe 
Travel-In State 
Travel-Out of State 
TraininQ 
Facilities Operations 
Utilities 
Consultinq & Professional Services Interdepartmental ~ 
Consulting & Professional Services 

,
Exterr.al -

Data Center Services 
Information Technologv 
Equipment" 
OtherlSpecial ltel11s of Expense 4 

Total Operating Expenses and Equipment 

Total State Operations Expenditures 

Fund Source Item Number 
Org Ref Fund 

General Fund 0860 001 0001 
Special Funds~ 
Federal Funds 
Other Funds (SpeCify} 
Reimbursements 0860 001 0995 
Total Local Assistance Expenditures 

Fund Source Item Number 
Org Ref Fund 

General Fund 
Special Funds~ 
Federal Funds 
Other Funds iSpecify} 
Reimbursements 

Grand Total, State Ope:l'atiu .." and Local Assistance 

• ttemize positions by classificaticr. on the Personal Ser.. ices Detail ','iorksheet 

o Pro,.. ide cenefit detail on the Personal Ser"ices Detail wcrKsheet 

, Pro',ide list on the Supplemental Information worksheet 

$500 

$500 

S500 

287 
$78 

136 

500 

• Other/Special Items of Expense must ce listed indi,.idually Refer to the Uniform Codes r.larwal for II list of standard titles, 

, Attach a Fund Condition Statement that reflects special fur.d cr cend fund expen::litures (or revenue) as propcl!e::L 
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BCP No.1 
Personal Services Detail 

(Hthoie do.'llimsl 

Salar-ies and Wages Detail 

Classification ;: Positions Salary 
Range 

Dollar-s 

CY BY BY ... 1 CY BY I BY ... 1 

~-

Blanket Funds 
Overtime 00 0 0 0 0 
Temporary Help 00 00 00 0 0 0 

Total Salar-ies and 
Wages Z 00 00 00 $0 $0 $0 

Staff Benefits Detail Y BY ... 1 
OASDI 
HealthfDentallVision InsLlrance -
Retirement 
Miscellaneous 
VJorkers' Compensation 
Industrial Disability Leave 
t·Jon-lndustrial Disabilitv Leave 
Unem!:?:lo~ment Insurance 
Other' 

Total Staff Benefits :: B ~Grand Total, Personal Services 

SO 

SO 

Use standard abbreviations per the Salaries and VVages Supplement Sho ....,. any effective date or 
limited-term expiration date in parentheses if the position is not proposed for a fL11i year or is not 
permanent e 9 (exp 6-30-13) or (eff 1-1-13) 

;; If multiple programs reqllire positions please incillde a subheading under the classification section to 
identify' positions b~l program/element 

:: Totals mllst be rounded to the nearest thousand dollars before posting to the Fiscal Summary 
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BCP No.1 

Supplemental Information 

BCP No. 1~~::;lsal Title 
QUARTERS FACILITY CONSOLIDATlotJ 

Equipment 

Standard Complement 

CY BY BY+1 

Total 

Consulting & Professional Services 

Interdepartmental contract with DGS to prepare a Facility Design 
Packa;:Je 500 

Total 500 

Facility/C.....;;.... Costs 

Total 

One-Time/Limited-Term Costs Yes D No ~ 
Description BY BY +1 BY+2 

Positions Dollars Positions Dollars Positions Dollars 

00 00 00 

Full-Year Cost Adjustment Yes D No ~ 
Provide the incremental change in dollars and positions by fiscal year. 

BY+1 BY+2Item Number BY 
Positions Positions Dollars Positions DollarsDollars 

0.0Total 0.0 0.0 

Future Savings Yes D r'~o ~ 
Specify fiscal year and estimated savings, including any decrease in positions. 

Item Number BY BY +1 BY+2 
Positions Dollars Positions Dollars Positions Dollars 

Total 00 0.0 0.0 
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BCP No.1 
Special Fund Detail 

(Dollars ir; thousar.ds} 

BCP t·lo. Proposal Title 

1 HEADQUARTERS FACILITY Cor~SOLIDATION 

Special Fund Title Item Number Dollars 

Orj:l Ref Fund CY BY BY + 1 

Breast Cancer Fund 0860 001 0004 1 

State Emergency Telephone 0860 001 0022 1 
Motor Vehicle Fuel Account 0860 001 0061 33 
Occupational Lead Prevention Fund 0860 001 0070 2 
Childhood Lead Poisoning Prev Fund 08EO 001 0080 1 
Cig and Tobacco Prod Surtax Fund 0860~ 0230 7 
Oil Spill Prevention and Admin Fund 0860 0320 
Integrated Waste r...lanagement 0860 001 0387 1 
Underground Storage Tank Fund 0860 001 0439 5 
Energv Resources Programs Account 0860 001 0465 
CA Children and Families First Trust Fund 0860 001 0623 12 
Federal Trust Fund 0860 001 0890 
Timber Tax Fund 0860 001 0965 4 
Gas Consumption Surcharge Fund 0860 001 3015 1 
'-'Vater Riahts Fund 0860 001 3058 1 
Elec \Vaste Recover./ and Recvcling Acct 08~ 3065 9 
Cig and Tobacco Prod. Compliance Fund 086 3067 

Total Special Funds. State Operations $78 

Special Fund Title Item t4umber ~ 
OrQ Ref- Fu BY + 1 

Total Special Funds. Local Assistance 2 

, "Total must tie to • arious funds identified for Slate Operabcns. Special Funds in Ihe Fiscal Summary ..A.dd rows if 

; -otal must tie to ·,arious funds identified fer Local.A.uil!tance. Special Funds in the FIScal Summary. 
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STATE OF CALIFORNIA 
Budget Change Proposal - Cover Sheet 
DF-46 (REV 05/11) 

Fiscal Year 
2012-2013 

BCP No. 
2 

Org. Code 
0860 

Department 
Board of Equalization 

Priority No. 
2 

Program 
75 Natural Gas Surcharge Program 

Element 
All Elements 

Component 
N/A 

Proposal Title 
Permanent Establishment - Natural Gas Public Purpose Programs Surcharge 

Proposal Summary 

To meet the workload of the Natural Gas Surcharge Program per enabling legislation, Assembly Bill (AB) 100, 
this proposal requests $227,000 (Special Funds) in fiscal year (FY) 2012-13 and ongoing for the permanent 
establishment of 2.0 limited-term positions that are scheduled to sunset on June 30, 2012. The Board of 
Equalization's (BOE) workload consists of identifying, registering, auditing, return processing and verifying 
Natural Gas Public Purpose Programs Surcharge (PPPS) payments which are collected by the BOE from 
natural gas utilities and consumers of natural gas drawn directly from pipelines while also providing education 
and outreach to utility companies and consumers who purchase natural gas from interstate pipelines. Revenues 
attributed to BOE's audit and outreach efforts are anticipated to be approximately $14 million annually with a 
cost-to-benefit ratio of 61.7 to 1. 

Requires Legislation 

DYes [g] No 

Code Section(s) to be Added/Amended/Repealed 

Does this BCP contain information technology (IT) 
components? DYes [g] No 

Ifyes, departmental Chief Information Officer must sign. 

Department CIO Date 

For IT requests, specify the date a Special Project Report (SPR) or Feasibility Study Report (FSR) was 
approved by the California Technology Agency, or previously by the Department of Finance. 

D FSR D SPR Project No. Date: 

If proposal affects another department, does other department concur with proposal? DYes D No 
Attach comments of affected department, signed and dated by the department director or deSignee. 

Budget Officer Date Chief, Financial Mgmt. Division Date 

Deputy Director, Administration Date Executive Director Date 

Department of Finance Use Only 

Additional Review: D Capital Outlay D ITCU D FSCU D OSAE D CALSTARS D Technology Agency 

BCP Type: D Policy D Workload Budget per Government Code 13308.05 

_P_P_B_A_________________---'-I_D_a_t_esubmitted to the Legislature 

Item PS.2b 
08-23-11 
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BCP No.2 

State Board of Equalization 

Fiscal Year 2012-13 

PERMANENT ESTABLISHMENT - NATURAL GAS PUBLIC PURPOSE PROGRAMS SURCHARGE 

A. 	 Proposal Summary 

To meet the workload of the Natural Gas Surcharge Program per enabling legislation, Assembly Bill (AB) 
100, this proposal requests $227,000 (Special Funds) in fiscal year (FY) 2012-13 and ongoing for the 
permanent establishment of 2.0 limited-term positions that are scheduled to sunset on June 30, 2012. The 
Board of Equalization's (BOE) workload consists of identifying, registering, auditing, return processing and 
verifying Natural Gas Public Purpose Programs Surcharge (PPPS) payments which are collected by the 
BOE from natural gas utilities and consumers of natural gas drawn directly from pipelines while also 
providing education and outreach to utility companies and consumers who purchase natural gas from 
interstate pipelines. Revenues attributed to BOE's audit and outreach efforts are anticipated to be 
approximately $14 million annually with a cost-to-benefit ratio of 61.7 to 1. 

B. 	 Background/History 
The Natural Gas Surcharge Law, Article 10 (commencing with section 890) of Chapter 4 of Part 1 of 
Division 1 of the Public Utilities Code, imposes a surcharge on all natural gas consumed in this state for the 
funding of public purpose programs. Public purpose programs fund low-income rate assistance, 
weatherization, energy efficiency, conservation, and public interest research programs. The BOE is 
responsible for the collection of surcharges collected by public utility gas companies, as defined in 
subdivision (b) of section 891, and from consumers who purchase natural gas from interstate pipelines, as 
defined in subdivision (c) of section 891. This request would continue, on a permanent basis, the funding 
needed for BOE to administer the program as required and intended by the legislation in support of the 
worthwhile low-income public purpose programs. 

The BOE administers and collects the surcharge on natural gas that is regulated by the California Public 
Utilities Commission on natural gas utility service for approximately 10.7 million customers that receive 
natural gas from Pacific Gas and Electric (PG&E), Southern California Gas (SCG), San Diego Gas and 
Electric, Southwest Gas, and other smaller natural gas utilities. 

Natural gas from out-of-state production basins is delivered into California via the interstate natural gas 
pipeline system which is comprised of five major pipelines. The system transports natural gas to the 
utilities' backbone pipeline systems where it then is delivered to the local transmission and distribution 
pipeline systems, or to natural gas storage fields. Some large noncore customers take natural gas directly 
off the high-pressure backbone pipeline systems, while core customers and other noncore customers take 
natural gas off the utilities' distribution pipeline systems. 

Some of the natural gas delivered to California customers may be delivered directly to them without being 
transported through the regulated utility systems. For example, the Kern River/Mojave pipeline system can 
deliver natural gas directly to some large customers thereby "bypassing" the utilities' systems. Much of 
California-produced natural gas is also delivered directly to consumers. 

Although most of California's core customers purchase natural gas directly from the regulated utilities, core 
customers have the option to purchase natural gas from independent, unregulated natural gas marketers. 
Most of California's noncore customers, on the other hand, make natural gas supply arrangements directly 
with producers or purchase natural gas from marketers. Deregulation has also given consumers 
increaSing opportunities for obtaining natural gas directly from interstate pipelines. This proposal would 
establish permanent positions to continue to address surcharge collection and program specific activities of 

Page 2 of 12 



BCP No.2 

identification, education, registration of consumers of natural gas, auditing program registrants, and return 
processing. 

Since January 1, 2001, the BOE has administered and collected the surcharge on natural gas that is 
regulated by the California Public Utilities Commission on natural gas utility service for customers that 
receive natural gas from the state's major suppliers of natural gas: PG&E, SCG, SDG&E, Southwest Gas, 
and several smaller natural gas utilities. The BOE has also administered and collected the surcharge from 
consumers who purchase natural gas from interstate pipelines. Prior to the approval of the 2.0 limited-term 
positions (FY 2009-10), the BOE received funding of $416,000 annually (Governor's FY 2007-08 Budget) 
allocated to the BOE's Technology Services Division to cover the technology costs of the program, but no 
positions were established to perform the work in the program area. Registration, return processing, and 
collection workloads were absorbed by BOE program staff prior to the approval of BCP No.11 (FY 2009
10). 

In BCP No. 11 (2009-10),2.0 limited-term positions were established as part of a three-year pilot program 
to identify, register, audit and verify payments of the Natural Gas Public Purpose Programs Surcharge 
which is required to be paid to the BOE by natural gas utilities and consumers of natural gas drawn directly 
from interstate pipelines. BOE estimated in this BCP that the 2.0 additional positions could increase 
revenues by an estimated $4.4 million for FY 2009-10, resulting in an estimated 17.1 to 1 benefit-to-cost 
ratio. Until the two positions were created, the tasks of identifying unregistered utilities and consumers, 
auditing surcharge program registrants and providing outreach to registered and unregistered utilities and 
consumers could not be performed. 

During (FY) 2009-10, the BOE conducted audits of several natural gas utilities, including all of the large 
utility accounts; sent letters to pipeline owners requesting information on known consumers of natural gas 
withdrawn from their pipelines; and contacted both the Public Utilities Commission and the State Fire 
Marshal for information maintained by those agencies to identify unregistered consumers of natural gas. 
During (FY) 2010-11, the BOE started conducting audits of consumers that withdraw natural gas directly 
from interstate pipelines. Efforts to identify unregistered consumers subject to the natural gas surcharges 
are ongoing. 

Resource History 
(Dollars in thousands) 

• Program Budget 2007-08 2008-09 2009-10 2010-11 2011-12 
i Authorized Expenditures $408 $407 $614 $631 $680 

Actual Expenditures 392 398 598 617 N/A 
Revenues 400,030 448,137 532,303 N/A N/A 
Authorized Positions 0.0 0.0 2.0 2.0 2.0* 
Filled Positions 0.0 0.0 2.0 2.0 2.0* 
Vacancies 0.0 0.0 0.0 0.0 0.0 

* The 2.0 permanent positions support the collection of approximately $14 million in annual revenue. 

Workload History 

Workload Measure 2007-08 2008-09 2009-10 2010-11 I 2011-12 
Audits 0 0 2 5 5 
Outreach/Correspondence 0 0 10 14 18 
F3egistrations 0 0 2 3 5 
Return Processing 40 40 48 60 80 
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C. 	 State Level Considerations 
BOE collects taxes and fees that provide approximately 35.6 percent of the annual revenue for state 
government and essential funding for counties, cities, and special districts. The BOE administers the 
state's sales and use, fuel, alcohol, tobacco, and other taxes and collects fees that fund specific state 
programs, which, in fiscal year 2009-10, produced $50.7 billion for education, public safety, transportation, 
housing, health services, social services, and natural resource management. This proposal addresses the 
Legislature's intent to collect revenues related to the sales of natural gas in order to fund low-income public 
and energy efficiency/conservation programs. Specifically, this proposal maximizes voluntary compliance 
in BOE's programs and improves the efficiency of BOE's tax and fee programs. 

D. 	 Justification 
The first year (FY) 2009-10 of this three-year pilot program resulted in a revenue increase of over $84 
million. After factoring out the revenue increase due to rate increases, an additional $14 million in revenue 
was attributed to BOE audit and outreach efforts for a 61.7 to 1 benefit-to-cost ratio. There was no 
significant difference in gross therms reported for (FY) 2008-09 and (FY) 2009-10. The over three percent 
increase in taxable therms resulted from a decrease in exempt therms claimed on the returns filed during 
(FY) 2009-10, which can be attributed to the effectiveness of BOE's audit presence and outreach efforts. 
Additionally, there was almost a 99% increase in taxable therms reported for the natural gas consumer 
segment (non-utility company). The success of BOE's efforts continues as taxable therms reported for the 
first half of (FY) 2010-11 have increased by 3.66 percent during the first half of (FY) 2010-11. If this 
proposal is not approved, BOE would not be able to continue identifying unregistered utilities and 
consumers, performing audits, and providing outreach to registered and unregistered sellers and 
consumers of natural gas. 

Taxable Therms 2008-2009 2009-2010 % Change 

-Utilities 10,022,679,565 10,318,358,123 3% 

-Consumers 13,453,378 26,771,591 99.0% 

Total Taxable Therms 10,036,132,943 10,345,129,714 3.1% 

Exempt Therms 2008-2009 2009-2010 %Cha 

-Utilities 2 8,756,729,773 -2% 

-Consumers 'JI 41,822,181 -11% 

Total Exempt Therms 9,025,232,216 8,798,551,954 -3% 

Total Therms 19,061,365,159 19,143,681,668 0.4% 

E. Outcomes and Accountability 


The following table shows the expected outcomes: 


Projected Outcomes 

Workload Measure 2011-12 2012-13 2013-14 
Audits 5 5 5 
Outreach/Correspondence 18 20 20 
Registrations 3 5 5 
Return Processing 60 80 100 
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F. 	 Analvsis of All Feasible Alternatives 
Alternative 1 - Approve budget augmentation for 2.0 staff positions and related resources, on a 
permanent basis,resulting in an additional $14 million in annual revenue. 
This proposal requests $227,000 (Special Funds) in fiscal year (FY) 2012-13 and ongoing to establish 
permanent funding for 2.0 limited-term positions scheduled to expire on June 30, 2012. This alternative 
allows the BOE to continue effective administration of the program by performing audit verification of 
surcharge payments and educational outreach to increase voluntary compliance, and effectively address 
new and ongOing workloads in the Natural Gas Surcharge Program. This alternative is recommended in 
order to provide the BOE with adequate staffing to continue performing program workloads and protect the 
state's tax revenue base. 

Pros: 
• 	 Provides the required positions and resources for BOE to effectively administer the Natural Gas 

Surcharge Program with a cost-to-benefit ratio of 61.7 to 1. 
• 	 Provides permanent funding to provide protection of the surcharge revenue base while ensuring 

compliance with the tax laws, and protects the public who remit these taxes from over-collection. 
• 	 Provides the required positions and resources to effectively perform critical identification and 

registration of consumers of natural gas. 
• 	 Increases revenues which support a variety of activities and public purpose programs (such as low

income assistance, weatherization, and energy efficiency, conservation and public interest research 
programs). 

• 	 Provides adequate level of staff to address immediate workload needs. 

Cons: 
• 	 Requires a permanent budget augmentation. 

Alternative 2 - Approve budget augmentation for 2.0 staff positions and related resources on a 
three-year limited-term basis for the Natural Gas Surcharge Program. 
This alternative requests $227,000 (Special Funds) in (FY) 2012-13, (FY) 2013-14, and (FY) 2014-15 to 
continue on a temporary three-year basis for 2.0 positions and related resources beginning July 1, 2012. 
These resources will allow BOE to continue effective administration of the program by performing audit 
verification of surcharge payments, educational outreach, increase voluntary compliance, and increase 
efficiency and effectiveness with processing new and ongoing workloads in the Natural Gas Surcharge 
Program. 

Pros: 
• 	 Provides temporary positions and resources for BOE to effectively administer the Natural Gas 

Surcharge Program for an additional three years. 
• 	 Provides temporary protection of annual surcharge revenue base while ensuring compliance with the 

tax laws, and protects the public who remit these taxes from over collection. 
• 	 Temporarily provides the required positions and resources for BOE to effectively perform critical 

identification and registration of consumers of natural gas. 
• 	 Temporarily supports revenue collection which will fund a variety of public purpose programs (such as 

low-income assistance, weatherization, and energy efficiency, conservation and public interest 
research programs). 

Cons: 
• 	 Continuing the funding on a limited-term basis will necessitate the need for another BCP. 
• 	 Creates employee recruitment and retention issues inherent with limited-term positions. 
• 	 Does not address long-term program revenue collection activities. 
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Alternative 3 - Approve budget augmentation for 1.5 staff positions and related resources, on a 
permanent basis. 
This proposal requests $199,000 (Special Funds) in fiscal year (FY) 2012-13 and ongoing to establish 
permanent funding for 1.5 limited-term positions, a 1.0 Business Taxes Specialist I auditor and a 0.5 Tax 
Technician III, scheduled to expire on June 30, 2012. This alternative allows the BOE to continue audit 
verification of surcharge payments; but reduces the ability of BOE to identify unregistered utilities and 
consumers, provide educational outreach, and effectively address new and ongoing workloads in the 
Natural Gas Surcharge Program. This alternative would require BOE to absorb registration and return 
processing workloads. 

Pros: 
• 	 Reduces program costs. 

Cons: 
• 	 Requires funding for 1.5 positions. 
• 	 Reduces BOE's ability to identify and collect from unregistered utilities and consumers. 
• 	 Reduces BOE's ability to provide educational outreach. 
• 	 BOE will not be able to effectively address new and ongoing workloads. 

Alternative 4 - Allow the program to sunset. 

Pros: 
• Eliminates program costs. 

Cons: 
• 	 Results in the loss of $14 million in revenue from administration and collection activities. 
• 	 BOE will not be able to provide protection of the surcharge revenue base while ensuring compliance 

with the tax laws, and protects the public who remit these taxes from over-collection. 
• 	 Does not provide the required positions and resources to effectively perform critical identification and 

registration of consumers of natural gas. 
• 	 Does not provide the required positions to increase revenues which support a variety of activities and 

public purpose programs (such as low-income assistance, weatherization, and energy efficiency, 
conservation and public interest research programs). 

• 	 Does not provide adequate level of staff to address immediate workload needs. 
• 	 Possibility that the number of claimed exempt therms will increase resulting in a loss of revenue. 

G. 	 Implementation Plan 

2012-13 and Ongoing 

• 	 Permanently establish 2.0 positions effective July 1,2012. 

• 	 Continue the identified program functions for compliance and audit staff. 

• 	 Monitor progress. 

• 	 Track revenue results. 
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H. 	 Supplemental Information (Check box(es) below and provide additional descriptions.) 

[gI None 0 Facility/Capital Costs 0 Equipment 0 Contracts 0 Other 

I. 	 Recommendation 
Alternative 1 is recommended in order to provide the necessary staff and resources on a permanent 
basis for the BOE to efficiently and effectively administer the Natural Gas Surcharge Program in support of 
vitally important low-income and energy conservation related public purpose assistance programs. 
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Exhibit I: Workload Detail 

Summary of Positions requested 

FY 2012-13 
Positions 

OngOinu
Position 

Tax Technician III 11 1.0 1.0 
Business Taxes Specialist I 21 1.0 1.0 

Total Positions 2.0 2.0 
..

11 Position based on 1,800 hours per FY. 

21 Position based on 1,400 hours per FY. 


Tax Technician III (TT III) 

The permanent establishment of the 1.0 IT III position is requested to continue handling new and 
ongoing workloads related to consumers of natural gas and public utility gas companies that are 
currently registered or may not be registered with the BOE to collect or pay the surcharge. Prior to the 
establishment of this TT III position on July 1, 2009, tasks and associated workload of identifying and 
contacting potential consumers of natural gas for registration with the BOE was not being performed 
and could not be absorbed by staff working other programs. This workload, as directed by the BTS I 
program lead, includes review of public utility gas company records and other source documents to 
identify and contact potential consumers of natural gas for registration with the BOE. This workload 
includes extensive telephone and written contact with private, public and government agencies to 
obtain information about entities that may be subject to the surcharge. In addition to this outreach in 
identifying and registering natural gas suppliers and consumers, IT III duties include, maintaining 
current registration information, tax return review and processing to detect errors, initiating refunds, 
adjusting incorrect payments, clearing delinquencies, issuing billings, working on accounts receivable 
collection cases, providing program information to registrants and interested parties, and supplying 
program specific statistical data as required. 

Tax Tech III Workload Detail 

i Workload Detail 

Time Measure Ongoing Activities 

H = Hours Time Per Occurrences Total 
Classification Activity 

M = Minutes Occurrence Per Year Hours 

Tax Technician III 

Consumer Outreach H 50 6 300 

Identify and Register Consumers H 30 15 450 

Audit Direct Support H 10 5 50 

Telephone Inquiry and Adviso H 25 75 
! Correspondence H 20 16 320 

Account Maintenance & Registration H I 2 20 40 

Return Processing & Verification H 2 60 120 

Billings & Refunds H 5 15 75 

g H 5 10 50 

Statistical Reports & Special Projects H 80 4 320 
•....... 

Total Hours per year 1,800 

Position based on 1,800 hours ~ 
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Business Taxes Specialist I CBTS I) 

The BTS I position is responsible for the overall effectiveness of the surcharge program. The BTS I will 
continue auditing surcharge program registrants and verify that the public utility gas companies and 
consumers of natural gas are reporting correctly. Prior to the establishment of this BTS I position on 
July 1, 2009, there had been no audit presence and very limited educational outreach. As a result, the 
potential was high that problems with voluntary compliance, misreporting and even over-collection may 
have existed. The BTS I position is vital to the effective administration of this program in verifying and 
auditing the accounts required to be registered to pay the surcharge. 

While the low-income public purpose program costs and surcharge rates have increased dramatically, 
prior to July 1, 2009, the reported revenue has gone unverified and unaudited - as there was no staff or 
resources to address the workload. It is critically important that audit and outreach resources be 
provided to audit and verify surcharge payments, especially in view of rising energy costs. A senior 
level staff auditor (BTS I) is needed in the program to continue performing verification of surcharge 
payments made by the large public utility gas companies that utilize complex tracking and reporting 
systems of the consumers of natural gas that draw natural gas directly from interstate pipelines under 
the control of the natural gas public utility companies. The BTS I functions as a program lead with a 
high level of expertise that provides technical guidance and training to staff in addition to performing 
outreach and field audits. This position also evaluates, researches, controls, and corresponds with 
taxpayers on petitions for redetermination and claims for refund, which may generate additional field 
work (see Exhibit I on page 7 for workload detail). 

BTS I Workload Detail 

Workload Detail 

Time Measure Ongoing Activities 

Classification Activity 
H = Hours 

M =Minutes 

Time Per 

Occurrence 

Occurrences 

Per Year 

Total 

Hours 

Business Taxes Specialist I 

Industry and Consumer Outreach H 35 6 210 

Field Audit H 100 5 500 

Obtain and Analyze Third-Party Information 

pertaining to Consumers 
H 15 15 ! 225 

Investigate and Identify Unregistered 

Consumers 
H 15 15 225 

Audit Review, Appeals, Billings, Refunds, 

Reports and Special Projects 
H I 20 12 240 

Total Hours per year I 1,400 

Position based on 1,400 hours 1.0 
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DF-46 (REV 05111) 

Fiscal Summary 
(Dollars in thousands) 

Operatmg Expenses and Equipment 

BCP No. Proposal Title 
Permanent Establishment Natural Gas Public 

Program 
75 Natural Gas 

Purpose Programs Surcharge Surcharge Program 
Personal Services Positions 

CY BY BY+ 1 
Total Salaries and Wages 1 0.0 2.0 
Salary Savings -0.0 --0.1 
Net Total Salaries and Wages 0.0 1.9 
Total Staff Benefits L. 

Salary Savings 
Net Total Staff Benefits 

Distributed Administration 
Total Personal Services ~ 1.9 . . 

-

2.0 
--0.1 

1.9 

1.9 

Dollars 
CY BY 

$110 
-$6 

$104 
$40 
-$2 
$38 
$17 

$159 

BY+ 1 
$110 

-$6 
$104 
$40 
-$2 
$38 
$17 

$159 

General Expense 
Distributed Administration 

Printing 
Communications 
Postage 
Travel-I n State 
Travel-Out of State 
Training 
Facilities O~erations 
Utilities 
Consulting§. Professional Services: Interdepartmental .:l 

Consulting & Professional Services: External" 

Data Center Services 
Information Technolog~ 

2,ffi!~~~~~~a' Items of Expense: 21 

Total Operating Expenses and Equipment 
Total State Operations Expenditures 

Fund Source Item Number 
Org Ref 

General Fund 0860 001 
Gas Consumption Surcharge Fund" 0860 001 
Federal Funds 
Other Funds (Specify) 
Reimbursements 0860 001 
Total Local Assistcll1ce Expenditures 

Fund Source Item Number 
Org Ref 

General Fund 
S~ecial Funds" 
Federal Funds 
Other Funds (Specify) 
Reimbursements 
Grand Total, State Operations and Local Assistance 

Fund 
0001 
3015 

0995 

Fund 

*$3 

$26 

$2 
$23 

$5 

$68 
$227 

$227 

$227 

$227 

$5 
$4 

$3 

$26 

$2 
$23 

$5 

$68 
$227 

$227 

$227 

$227 
1 Itemize pOSitions by classification on the Personal Services Detail worksheet. 

2 Provide benefit detail on the Personal Services Detail worksheet. 

3 Provide list on the Supplemental Information worksheet. 

4 Other/Special Items of Expense must be listed individually. Refer to the Uniform Codes Manual for a list of standard titles. 

5 Attach a Fund Condition Statement that reflects special fund or bond fund expenditures (or revenue) as proposed. 
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Personal Services Detail 
(~'lc'hole doUarsj 

BCP No Proposal Title 

Permanent Establishment Natural Gas Public Pur 

SaIanes andWaQes Deta!'I 

Classification 2 

Business Taxes Specialist I 
Tax Technician III 

Blanket FLlI1ds 
Overtime 
Tempora!)' Help 

Total Salaries and Wages 3 

Staff Benefits Detail 
OASDI 
HealthiDental/Vision Insurance 
Retirement 
Miscellaneous 
VVorkers' Compensation 
Industrial Disabilitv Leave 
~Jon-Industrial Disability Leave 
Unemplovment Insurance 
Other. 

Total Staff Benefits: 

Positions Salary 
Range 

CY BY BY+ 1 CY 
1.0 1.0 70824 
1 0 1.0 39240 

00 OC 00 
00 00 0.0 

00 2.0 2.0 

CY 

Grand Total, Personal Services 

Dollars 

BY BY+ 1 
S70824 S70.824 
539.240 539.240 

0 0 0 
0 0 0 

SO 5110064 5110064 

BY BY+ 1 
8420 8.420 

14.577 14.577 
16.320 16.320 

66 66 
95 95 
85 85 
55 55 

370 370 
SO 539.988 539.988 

SO S150 052 5150052 

Use standard abbre',;ations per the Salaries and Wages Supplement. Show any effective date or limited-term expiration 
date in parentheses if the position is not proposed for a full ~,rear or is not permanent e.g (exp 6-30-13; or (eff 1-1-13} 
Note: Information provided should appear in the same format as it would on the Changes in Authorized 
Positions. 

2 If multiple programs require positions. please include a subheading under the classification section to identify positions 
" Totals must be rounded to the nearest thousand dollars before posting to the Fiscal Summa!)' 

Page 11 of 12 



BCP No.2 

Suppfementallnformation 
(Dollars ,Ti fhoiiSBI,ds! 

Bep No. 

2 

Proposal Title 

Permanent Establishment Natural Gas Public Pur~ose Programs Surcharge 

Equipment CY BY BY+1 

Standard Complement S68 568 

Total 568 568 

Consulting & Professional Services 

Total 

Facility/Capital Costs 

Total 

One-TimelLimited-Term Costs Yes D No G 
Description BY BY+1 ~ BY +2 

Positions D itions DollarsPositions Dollars 

0,00.0 0.0 
Full-Year Cost Adjustment Yes D No G 
Provide the incrementaf change in dollars and positions by fiscal year. 

BY +1 BY+2Item Number BY 
DollarsPositions PositionsPositions Dollars Dollars 

0,0 0.0Total 

Future Savings Yes D No G 

Specify fisca{ year and estimated savings. inctuding any decrease in positions. 


BY +2BY +1Item Number BY 
PositionsDollars Positions Dollars DollarsPositions 

00Total 0.0 00 
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