STATE OF CALIFORNIA

BUDGET CHANGE PROPOSAL - COVER SHEET
FOR FISCAL YEAR  2012-13

DF-46 (WORD Version)(REV 07/06)

Please report dollars in thousands.

BCP # ABX1 28 PRIORITY NO. ORG. CODE | DEPARTMENT
0860 /mey ~ State Board of Equalization
F—~—
PROGRAM ELEMENT COMPONENT
30 Sales and Use Tax | ALL ELEMENTS
Program
TITLE OF PROPOSED CHANGE

ABx1 28: Use Tax Nexus

SUMMARY OF PROPOSED CHANGES
The passage of Assembly Bill (AB) x1 28 as part of California’s 2011-2012 budget bill implements the Legislature’s intent to close
the $1.145 billion use tax gap. This bill will amend section 6203 of the Revenue and Taxation Code to expand the definition of a
“retailer engaged in business in this state.” The bill provides that a retailer engaged in business in California includes any retailer

that has substantial nexus with this state for purposes of the commeroe clause of the US Constitution and any, retailer upon whom
federal law permits this state to impose a use tax collection duty, with examples of application and specific exclusions. The bill
expands the use tax registration requirements to certain out-of-state:rétailers that previously were not required to collect use tax on
sales made to their California customers. Such transactions are genam}ly conducted eahor through mail order, telephone orders, or
via the internet.
BOE is requesting funding and resources needed to implement the prowsions of ABx1 28.

«  $4.8 million and 37.0 positions in FY 2012-13

»  $4.5 million and 40.0 positions in FY 2013-14
AB 155 has recently been amended to repeal and reenact the provisions of ABx1 28 with an urgency clause that will require a two-
thirds vote. If this law is passed, the referendum should no longer be valid. BOE will revise fiscal summaries if AB 155 is passed.

REQUIRES CODE SECTION(S) TO BE BUDGET IMPACT—PROVIDE LIST AND MARK
LEGISLATION AMENDED/ADDED IF APPLICABLE
[l ONE-TIME COST [] FUTURE

[] YES SAVINGS
DX NO X FULL-YEAR COSTS [X] REVENUE

DATE _ — DATE
Budget Officer Chief, Financial Mgmt. Division

DATE DATE
Deputy Director, Administration . | ' Executive Director

E)E?ES THIS BCP CONTAIN INFORMATION TECHNOLOGY (IT) COMPONENTS? YES [ OR NO
IF YES, DEPARTMENT CHIEF INFORMATION OFFICER SIGNATURE DATE

FOR IT REQUESTS, SPECIFY THE DATE SPECIAL PROJECT REPORT (SPR) OR FEASIBILITY STUDY
REPORT (FSR) WAS APPROVED BY THE DEPARTMENT OF FINANCE.

DATE PROJECT # FSR [] OR SPR []

IF PROPOSAL AFFECTS ANOTHER DEPARTMENT, DOES OTHER DEPARTMENT CONCUR WITH
PROPOSAL?

[] YES NO ATTACH COMMENTS OF AFFECTED DEPARTMENT, SIGNED AND
DATED BY THE DEPARTMENT DIRECTOR OR DESIGNEE.

DEPARTMENT OF FINANCE ANALYST USE

(ADDITIONAL REVIEW)
CAPITAL OUTLAY [] OTROS Q FSCU Q OSAE CALSTARS Q
DATE SUBMITTED TO THE LEGISLATURE: PPBA:
ltem P5.3a

09-21-11



BCP No. ABx1 28

STATE BOARD OF EQUALIZATION
Fiscal Year 2011-12
ABX1 28 USE TAX NEXUS

A. Nature of Request

The passage of Assembly Bill (AB)x1 28 as part of California’s: 2‘011 -2012 budget bill
implements the Legislature’s intent to close the $1.145 billion use% ax gap. This bill amends
section 6203 of the Revenue and Taxation Code to expand’ he: definition of a “retailer
engaged in business in this state.” The bill provides that & retailer engaged in business in
California includes any retailer that has substantial nexus with this sta( purposes of the

this state to impose a use tax collection duty, wrth examples of appllcatmn and specific
exclusions. The bill expands the use tax registration requirements to certain: out-of-state
retailers that previously were not required to collgct use tax on sales made to theu" Callforma
customers. Such transactions are generally’ cor&ducted either. through mail order, tefephone

controlled group that, pursuant to an agreement WIth or in cooperation with the
retailer, perferms, services in this state in connection with tangible personal property
to be sold by‘the“ retailer, including design and development of tangible personal
prope s0ld by the retailer or the sotlutatmn of sales of tangible personal property.

. Certam retailers that“ ;ave entered mte an agreement under which a person in this
state, f@r a commissi r.other con3|deratxon refers potential purchasers of tangible

personaf property‘to the fetalfer

's 2011-2012 Budget Budget Committee estimates indicate that
‘:;;General Fund reVenues from:this bill will generate $200 million in its first year. For various
eliable estimate of revenues associated with this measure.
iijlion and 37.0 positions in FY 2012-13, and $4.5 million

| iand 40.0 positions in FY 2013 14

AB T 55 has recently been amended to repeal and reenact the provisions of ABx1 28 with an
urgency ¢lause that will fedwre a two-thirds vote. If this law is passed, the referendum should
no longer be vahd BOEJWlII revise fiscal summaries if AB 155 is passed.

B. Backgrou ndlﬁiéiory

Under constitutional law, states lack jurisdiction to require out-of-state retailers to collect a
sales or use tax when the retailer has no substantial nexus with the taxing state. In 1992 the
Supreme Court issued an opinion in Quill Corporation v. North Dakota (1992) 504 U.S. 298
and held that satisfying due process concerns does not require a physical presence, but
rather requires only minimum contacts with the taxing state. Thus, when a mail-order
business purposefully directs its activities at residents of the taxing state, the Due Process
Clause does not prohibit the state’s requiring the retailer to collect the state’s use tax.
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BCP No. ABx1 28

However, the Court further held that in order to survive a Commerce Clause challenge, a
retailer must have substantial nexus in the taxing state before that state can require the
retailer to collect its use tax.

Since the late 1990s, online shopping has taken off as an increasing number of businesses
and consumers purchase increasingly diversified products on the Internet. That, combined
with the states’ problems with imposing a use tax collection reqwrement on many out-of-
state retailers, has prompted many states to seek new ways to enforce their use tax laws
(every state that has a sales tax imposes the use tax). In Cahfomf 2, for example, ABx4 18

was enacted in 2009 to require all businesses that have gmsa receipts from business
operatxons of at least $100 000 annually and that are not atready t‘eqwred to be registered

and pay the applicable use tax on their untaxed purchases As of M A
has collected over $65 million in revenue associated with'this provision.

2000’s the BOE began focusing on additior
voluntary compliance, and to provide a cos
wider audience of purchasers.

C. State Level Considerations

The BOE is charged by the State Constltutfon and by statute with, amongst other tasks,
administering the state’s sales and use tax, fueh alcohol and: fobacco taxes as well as
collecting fees to fund numerous specmc stat agrams Successful administration of
these tax and fee programs has resulted in the:collection of 32 percent of the State’s annual
revenue. This propasal: aedresses the Leglslature s intent toireduce the sales and use tax
gap and is congistent with’ thefBOE s strategic plan A December 2010 BOE estnmate of

’ﬁg‘fizmaterlals they need 1o comp zWIth their Iegal responsibilities. Additionally, this program
: fprowdes an opportumty to gather information on areas of non-compliance which can be
analyzed to develop approaches (such as enhanced partnerships with other governmental
agenc:es) to address:areas of concern. Outreach to consumers and companies regarding
ABx1 28:also creates more visibility to our other use tax programs such as ABx4 18’s
reporting: t‘eqwreménts for service businesses as well as SB 86’s “look-up” table on FTB’s
state income ta' eturns.
Improve the Efﬁc:ency of BOE’s Tax and Fee Programs
Through a visible presence in the business community, the BOE will continue enhancing
communications with our external customers to allow prompt and accurate responses to
their issues and questions, and improve existing feedback methods to ensure their concerns
are heard and addressed. Feedback from business owners enables the BOE to continually
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BCP No. ABx1 28

assess changes in the business environment to evaluate and modify processes and
services to ensure that taxpayer expectations and needs are met or exceeded.

Improve the BOE's Organizational Efficiency

This bill promotes cooperative working relationships with district staff, other departments
within the BOE, and other agencies and stakeholder organizations, through the sharing and
analysis of data and resources, as approprlate The business model for thlS program
offices in SUTD, the ID, and other BOE departments. ABX*t 28 will also prowde
opportunities for the exchange of value added data betweert the FTB and local taxing
jurisdictions. AR LT

Create an Expanded and Responsive Infrastructure ‘

In conjunction with the Federal/State Steering Commftfée on Bridging the=;
is working to expand our external partnerships, with the Franchise Tax
Employment Development Department (EDD);  Economic Employment’
Coalition (EEEC), and other local taxing u,m dictions. The goal of this partne,
explore, use, and share best practices’:that capitalize: on the developmenté»: and
implementation of successful data exchange models and app#icatlons

ix Gap, the BOE
rd (FTB), the
forcement

. Justification

ers engaged in busmess in California. The
e Qus BOE: Departments To properly

ABx1 28 expands the deflmtlon of “r
|mplementat|on of thIS expansion wﬂl |mpact nuh

d kbusmess in’ California. Additionally, this
) As with all of our programs, BOE strives to

available to handle questton provide gwdance and information to these businesses and to
provude outreach ahd advertise the: prﬁvaeton of this bill to groups generally not contacted in

: ¢ agencys busiftess. Further, due to the highly sensitive topics of
KUS aﬁd taxatlon présent in this bill, BOE expects the statute to be litigated and therefore
must have 16 jal, counsel positions and expert witnesses to handle this workload. BOE
 expects approxm‘ta’tely 2 OG;ﬁknew use tax accounts to be registered under the provisions of
this bill. Accordingly, data m ning and audit staff are needed to identify those out-of-state
accounts that are réqwred to be registered, contact the businesses to ensure registration
- ocecurs and then mCorporate those accounts and their reporting practices into BOE
databases Audit pre$ence assists in ensuring voluntary compliance.

The resaurces requ ted in this proposal allow the BOE to continue to provide high quality
services to taxpayers while protecting General Fund revenues. The following is a summary
of the requested positions:

4 of 21



Classifications BY BY+1
2012-2013 | 2013-2014
SUTD
Data Analysis Section
Business Taxes Specialist || 1.0 1.0

Out-Of-State

Business Taxes Specialist |

Associate Tax Auditor

Legal

Litigation

Tax Counsel IV

Tax Counsel

Staff Services Analyst

Appeals

Tax Counsel IV

Legal Secretary

Tax and Fee

Tax Counsel lll(Specialist)

Settlement and Taxpayer Services

Tax Counsel llI(Specialist)

External Affairs

Customer Service & Publishing Div. |-

Tax Technician |

Tax Tech Il

Supervising Tax Tech IlI

Business Taxes Rep

Outreach Services

101

Business Taxes Speciéiis.t i

Audio Visual Specaaltst
Executive !

Board Proceeg’agg L

Associate Govt. Prag. Analyst

Staff Servnces Anatyst

Specnai is{ %il

2.0

2.0

itk
S S

TOTAL PERSONNEL YEARS

37.0

40.0

E. Outcomes and Accountability

BCP No. ABx1 28

This proposal enables the BOE to implement the provisions of ABx1 28. The outcome of the
increased staffing will be measured by increases in permitted businesses, revenue
generated by the new registrations and the audit leads gathered. The data collected from
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BCP No. ABx1 28

these activities will be captured for future revenue estimation and reporting. Absent funding
or additional legislation, this proposal will be implemented July 1, 2012.

G. Timetable

The estimated implementation timetabie assumes a FY 2012-13 start daté as follows:

il

July 2012 - June 2013 July 2013 -On-going
¢  Getinfrastructure in place (PCs, . Permanently;ést,ablish and fil
printers, phones, cubicles, etc.) for remaining positions identified in
staff. this proposal. RN

. Hire personnel. e Traj staff.
e Train newly hired staff. NI

e  Begin integration of newly hired staff
with existing staff and training
workload.

. Assign workload commensurate with
staff level and experience.

H. Recommendation

Approve the positions as proposed‘.f :

I. Fiscal Detail ;
See attached “Fiscal Detail” schedules.

6 of 21



BCP No. ABx1 28

EXHIBIT |
Position Description and Workload Justification

{(Exhibit |, Page 1 of 11)

SALES AND USE TAX DEPARTMENT (SUTD)

1.0 Business Taxes Specialist Il (BTS II) i
The BTS Il position performing data analysis for SUTD will be utilize to ldentlfy those out-of-
state retailers required to register, which includes researching and gxamining data sources and
SEC filings for mergers and acquisitions to determine if new nexus:is created. The BTS Il will
create and maintain a database of these out-of-state sellers, wo ;:w:th other states on
registration efforts and internet outreach efforts to increase voluntary compliance. Audit leads
will also be created and identified accounts will be evaluated for audit selecti”m The BTS Il is
expected to have extensive computer application knowledge including ACL arn -Name Search
training to effectively utilize matching software and tO handle voluminous amounts ©
position will also be involved with internet outreach ef’forts

The table below provides the workioad related to this posmon ’

Workload Detail
Ongoing Activities
SN TETe Percen ageuf Occurrences Per Total
Classification Activity 5 [H=Hours Time Per ., Year Hours
% Activity -
BTS I Identify and register internet - fi*. 500 -] . 25% AR 500
sellers. 1 REE
Outreach to other states and T 500 : 25% o i 500
internet sefiers to-increase R :
voluntary: oomphance N
Maintenance ofmtem"”‘ ers 400 20% 400
| data base. B
1 Audit selection actlvmesfor 300, 15% 300
internet sellers. i
Repc}rtmg activities felated to 15% 300
program performance and’ ¢
Totai BTS il Hours: ,,;}g . 2,000
Total BTS i posmons requested (1,800 hours per position) 1.1

1.0 Business Taxes Specialist I (BTS 1) Out-of-State District field position

The BTS:I will be utilized to.prepare audit reports, conduct the most difficult and complex audits,
typically consisting of the largest corporations in the United States, including use of specialized
audit procedures and: t‘echmques to address the increase in the number of registered out-of-
state retailers and the associated audit workload. The BTS | is expected to work with limited
supervision and ta'lead and review the work of lower level auditor staff. BTS I auditors may also
be involved in the appeals process related to their complex audits or field billing orders including
petitions for redetermination and hearings. The table below provides the estimated workload for
this position.
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Workload Detail

Time Measure Time Measure Ongoing Activities
Time Per |Occurrences Total Hours
Classification Activity H = Hours Occurrence Per Year (Time per Occ.
x Occ. Per yr)
Business Taxes Conduct BTS 1 level audits and H 216 12 2,592
Specialist | (BTS |) {prepare audit reports®
field auditor
Total BTS | Hours oA 2,592
Total BTS | Positions Requested (1,400 Hours Per o1 ! 1.8
Position field auditors) i

(3) The average was compiled from out-of-state statistics for the last three fiscal years (chcal Year End 2008, 2009 & 2010).
“Audits” include deficiencies, refunds, and no change audits. The number of audits 'selected is expected to increase by
approximately 38 audits per year (26 audits at the ATA level and 12 at the BTS l ievei ) The average time to complete the
BTS | level audits is approximately 216 hours per audit.

2.0 Associate Tax Auditors (ATA) Out-of-State Distric ﬁeld positions -
ATAs will be utilized to conduct sales and use tax: audits, prepare audit reports, and conduct
specialized audit procedures and techniques to address the out-of-state audit workioad based
on approximately 2,000 new, out-of-state registered retailers. Responsibilities include
examining taxpayers’ books and records and determining the appropriate amount of tax due,
determining the appropriate test or statistical sampling methodology, preparing working papers
to support audit findings, issuing billings as needed, and explaining audit findings to taxpayers
or their representatives. ATAs will also be responsible forin estigating referrals generated from
these new retailers. The auditor may be involved in the appeals process related to audits or
field biling orders including petitions for redetermination and hearings. The table below
provides the estimated workload for these posmonsr ~

T’ Workload Det,ailv ’
.- Timg Measure - Time Measure Rl Ongoing Activities
N Time Per |Occurrences Total Hours
Classification Activity * - . H = Hours Occurrence | Per Year

Assoc. Tax Audltor Conduct ATA level audits, | 122 26 3,172.0
(ATA) /mvestlgate and audit referrals and G

prepare audit reports mdudmg

relatéd activities." y ,

Total ATAHours' . =~ ' ‘ 3,172.0

Total ATA Pos:tlons Requested (, 400 Hours Per 2.2

Posmon)

i :(1) The average was complled from out-of-state statistics for the last three fiscal years (Fiscal Year End 2008,
2009 & 2010} based upon audits performed by ATAs. “Audits” include deficiencies, refunds, and no
: udits selected is expected to increase by approximately 38 audits per
year (26 audits at the ATA level and 12 at the BTS | level.) The average time to complete these audits is
approximately 122 hours per audit;

Legal Department

2.0 Tax Cbuneel IVs
The Litigation Division will employ two Tax Counsel IVs, one to litigate on behalf of the BOE and
the other to assist our Legislative and Research Division with the legal issues surrounding ABX1
28.

The Tax Counsel IV (TC IV) within the Litigation Division (LD) will litigate the most complicated
and significant business tax lawsuits involving the most complex tax law issues and litigation
strategies. This position will serve as the highest-level tax counsel to the Board and will work
collaboratively with the Attorney General's office to defend the Board.
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1.0 Tax Counsel IV-Litigation

BCP

No. ABx1 28

Time Measure Ongoing Activities
Activity Hours Per Occurrences| Total
Occurrence per Year Hours

Research and analyze statutes, rules, and appellate 100 5 500
decisions for application to assigned cases. )
Prepare and present documents and briefs with courts for 200 it h 1,000
hearings and trials related to assigned cases. :
Interview, prepare, and coordinate testimony and 60 300
statements from various public and private parties related
to assigned cases.
Total legal hours 1,800
Total legal positions requested (1,800 hours per position) 1.0

Due to the complexity, political sensitivity, potentiat ﬁgatlon and associated high volun
workload associated with ABx1 28, the Legal Department has |dent1f ied the need of Tax . "
Counsel IV to work collaboratively with the Leglslatlveand Researx:h' Division. The increased
workload requires the highest degree of analytical and' legal expertlse and involves drafting
complex technical language, testifying before the Legislature, meeting and advising legislators
and their staff, other state officials, and Board Members and: tbeir staff of the new law relating to
nexus in California, and to effectively perfo m these tasks as net;essary on a three year limited-
term basis. SRRREE

1.0 Tax Counsel IV- Leglslatlve Llalson

Legal Departm tzmd Leglslatlve and Research Div sion Workioad Detai
' Time Measure ‘ Ongoing Activities
Time Per Occurrences Total Hours
Classification Actlvity Occurrence Per Year
Tax Counsel varied varied 800
\Y
complex Iegisiatwe issues,| mdudii\fg nexus, |,
- JAnalyzing, eval}‘ tint: gad responding to - varied varied 800
. Jiégally complex i ated to nexus
praposals and inqui
Tesnfying before Legisiatixre and BOE - and H varied varied 200
reporting td fhe Chief C&ansel as a subject
matter expert oninexus Iegis#atton
Ty
Total Hours ~ 1,800
Total Number of Ptnﬁmons Needed 1.0

(3-Year Limited Te 'm)

1.0 Tax Couhsél(’]"@)

During FY 2011/2012, with facial challenge lawsuits to ABx1 28 and the implementing regulation
being filed, as well as lawsuits challenging the application of the retailer statute, the TC will be
required to assist the TC Vs and the TC llls with discovery, legal research, motion preparation,
witness preparation, and related litigation tasks. The TC will be required to supplement the
other five LD attorneys available to work on general tax refund litigation (apart from the retailer
litigation).
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The Tax Counsel (TC) within the Litigation Division is the entry level tax litigation position.
Under the direction of the Supervising Tax Counsel Il (STC lli) this position will be assigned
less complex court litigation cases involving all program areas within the Board. The position
holder will prepare/review all court filings, pleadings, briefs, discovery issues and other
documents needed to litigate assigned cases. Other duties typically include helping to develop
litigation strategy, discovery plans and witness preparation. The incumbent will work closely
with the Tax Counsel Il (TC lil), STC Ilil, the TC IV, the Assistant Chief Counsel, Deputy
Attorney General Staff, and possibly in this situation the Chief Counsel. .-

On@e ng Activities
Total

Time Measure| :

Hours Per:{ - Occurrem:es

Occurrence :

Activity

Research and analyze statutes, rules, and
appellate decisions for application to assigned
cases.

Prepare and present documents and briefs
with courts for hearings and trials related to
assigned cases.

Interview, prepare, and coordinate testimony
and statements from various public and private
parties related to assigned cases.

Total legal hours

Total legal positions requested (1800 hours
per position) ~

1,980
1.1

1.0 Tax Counsel (

Time Measure Ongoing Activities
Hours Per Occurrenc | Total
; Occurrence es per Year| Hours
Research and analyze siatutes rules, and appellate 100 11 1,100
decisions for appllcatlpn 1o assigned cases.
Prepare and, present ‘documents and briefs with 50 11 550
courts for he‘ and trials related to assigned
cases. :
Interview, prepare, and coordinate testimony and 30 11 330
statements from various public and private parties
related to assigned cases.
Total legal hours 1,980
Total legal positions requested (1,800 hours per 1.1
position)
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The Tax Counsel within the Litigation Division is the entry level tax litigation position. Under the
direction of the Supervising Tax Counsel lll (STC Iil), this position will be assigned less complex
court litigation cases involving all program areas within the Board. The position holder will
prepare/review all court filings, pleadings, briefs, discovery issues and other documents needed
to litigate assigned cases. Other duties typically include helping to develop litigation strategy,
discovery plans and witness preparation. The incumbent will work closely with the TC Ill, STC
lll, the TC IV, the Assistant Chief Counsel, Deputy Attorney General Staff, and possibly in this
situation the Chief Counsel.

1.0 Staff Services Analyst (SSA)

Under the general direction of the Supervising Tax Counsel HE (STCHI; ;the SSA within the

3% :
records can be released under applicable Iaw ‘anq if appllcabte ‘obtains and orgamZes the
records from relevant departments. The incumbenit: prepares; correspondence for transmitting
subpoenaed records or advising why records cannot be released

Time Méasure|  Ongoing Activities

Activity Hours Per Occurrences Total

: churrence per Year Hours

Process subpoenas mmons, and compfamts for ey 32 B 52 1,664
20 12 240

1,904

1.0

‘~ake permanent the'i%:current limited term position which is due to
he workload of the subpoena unit is expected to increase

faxpayers who fail to prowde these records

Ivl

1.0 TC v: (Legal Counsel}~Appeals

It is antnc;pated that this: !eglslatlon is highly litigious and thus extremely complex. The Tax
Counsel IV inthe Appeals Division will decide the most complicated and significant business tax
cases mvolvmg??th& 'most complex tax laws. This position will serve as the highest level tax
counsel advisor and technical resource to the elected five-member Board and will act as a lead
and instruct, review, and direct the work of other Tax Counsel positions.
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Activity Cases Hours/ Total

(Yearly) Case Hours
File review and preparation 20 10 200
Travel 20 0.5 10
Conferences 20 3 60
Post-conference gathering 20 5 100
Research and writing 20 60 1,200
Lead /Review/Board Hearings 20 10+ 200
Post Decision 20 i 20
Post Board Hearing 20 . B 20
Total legal hours 1,810
Total legal position requested (1,800 hours per position) |

1.0 Legal Secretary- Appeals
The Legal Secretary in the Appeals Division wi rovide direct secretarial and admtmspatlve
support for multiple attorneys and/or conference?hoiders includi ;?the full range of baéic and
complex secretarial duties. The Legal Secretary in! the Appeals Division will prepare, review,
and edit a variety of intricate legal documents involving. stgmﬁcant dollar amounts and, various
tax and fee programs to multiple part;es and state agenmes;g

Activity Cases Hours/ Total
S . (Yearly) Case Hours
Review and Fmahze o i 20 10 200
Indexing ' T Lo C 20 10 200
Clerical Dutleg ' 20 25 500
General Supporf for Legal Nexus matters 20 39 780
Prepare mqnthly statistical data 20 6 120
Total legal hoU[S ; R 1,800
vTotal Iegal posmdns requested (1 800 hours p@' 1.0

i
it

~20 Tax Counsel llI (Légal Counsei) Tax and Fee

The Tax Counsel Il (Speuahst) within the Tax and Fee Programs Division, Business Taxes
Section, will draft and assist in the preparation of new complex business taxes regulations or
amendments to existing regulations. This individual will research and render the more complex
oral and:written legal advice to taxpayers and their representatives, other governmental
agencies, the’ Boa ,'and its staff concerning business tax matters. The Tax Counsel Ili
(Specialist) appearsi before the Board to orally present the staff’s position with respect to Board
hearings on the meore complex business taxes petitions for redetermination and claims for
refund. Other duties include preparing or assisting in the preparation of various Board
publications, including but not limited to, Tax Information Bulletins and Tax Tip Pamphlets. This
individual works closely and under the general guidance of the Assistant Chief Counsel, Tax
Counsel IV, and Supervising Tax Counsel.
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Activity Cases Hours/ Total
(Yearly) Case Hours

Draft and revise regulations, draft and revise issue 20 30 600
and discussion papers, review and respond to
submissions, prepare rulemaking documents for
submission to the Office of Administrative Law.
Research and analyze statutes, regulations, and case 10 30 300
law for application to various assignments. o
Prepare for, attend, and represent Department at 20 27120 400

Business Taxes Committee, Interested Parties
Meetings, Public Hearings, Board hearings; meetings
with staff.

Respond to inquiries from the public and staff.

Assist Department staff and Regulation Coordinator.

Total legal hours

Total legal positions requested (1,800 hours per
position)

Tax and Fees Program DlVlSlon Busmess Taxes Secilo
Legal Counsel Year 2
The Tax Counsel IIl (Specialist) thh n the Tax and Fee Programs Division, Busmess Taxes

business tax matters. ThIS individual a“pears befor
position with respect to Board hearingsion the
redetermination and cla:ms for refund. Wcth re“

'fthe Board to ‘orally present the staff's
are cofﬂpiex business taxes petltlons for

utes regulations, and case 30 30 900
inions,
Appear before the ‘Board in Béard hearings; research 15 40 600
and draft Board hearmg brlefs '

20 20 400

1,900
11

posmon)

1.0 Tax Counsel lll, (Legal Counsel), Year 2- Settlement and Taxpayer Services

The Tax Counsel lll (TC Ill) in the Settlement and Taxpayer Services Division, will evaluate,
negotiate and settle cases arising out of Department billings related to the ABx1 28 legislation.
Addition of the (1) TC Il position will permit the settiement cases associated with the legislation
to be effectively and efficiently processed in a timely manner and the associated revenues
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accelerated through the appeals and settlement processes without delay. A TC Il evaluates
settlement proposals and determines the risks and costs of further administrative review and
litigation in light of the strengths and weaknesses of the Department and the tax or fee payer’s
factual and/or legal arguments. The determined risks and costs of litigation are the basis for
settlement negotiations conducted by the TC IIl with the tax or fee payer. The TC Ill holds
settlement conferences and prepares the settlement agreement and Executive and Attorney
General Memorandums supporting each settlement. A TC lil Settlement Officer primarily works
on legal issue cases but must also understand audit procedures and techmques The TC IlI
Settlement Officer may also be required to attend closed-session Boa'fd ’mEetlngs attend
meetings with executive management, and assist legal and audit staff..

Activity “Cases | Hours/ .| Total
(Yearly) Case’ i
Y4 27 ’

Evaluate Settlement Proposals, review Appeals’ cas

files, negotiate settiements and prepare Executi
Attorney General Memorandums. Sales & US
cases=95%.

Evaluate Settlement Proposals, review Appeals case 27

files, negotiate settlements and prepare Executive and

Attorney General Memorandums. Specnal Taxes and-

Fees cases=5%. ~

Assist Legal and Audit staff. g B0 1.8 90
Attend Board and Executive Manag} ment meetings 12+ 75 90

Total legal hours i 1,800
Total legal posmons requested (1,800 hours per

position)

ax Techmcuan HIs {1 Limited' Term and 1 Permanent); | Supervising Tax Technician llI
Permanent); and, 1 Business Taxes Representative (Permanent). The Tax Technicians will
provide: answers to general questions; guidance to BOE resources; and, refer callers to the
approprlate sections. The Tax Technician llls respond to the more difficult inquiries, and act in a
lead: ‘capacity by providing gmdance to the lower level technicians. The Superwsmg Tax
Technician. Il is a working’ ‘supervisor that plans, organizes, directs and reviews the work of Tax
Technician Is, lls, and llls.: The Business Taxes Representative provides: training to new tax
technician’s; reviews work processed by tax technician’s to ensure the work complies with the
appropriate sales and use tax laws, rules and guidelines provided by the BOE; handles the
more complex questions concerning e-file services or other account specific questions; and,
prepares written response to correspondence received by e-mail or other means.

The tables below provide the estimated workloads for these positions, the tables represent the
first two years. After the first two years the call volume is estimated to reduce to 74,000 calls
annually and the limited term positions will have ended.
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12.0 Tax Technicians Il (TT ll)- 6 Permanent, F/T and 6 Limited Term F/T

Workload Detail

Time Measure Ongoing
Activities
Occurrences |- Total Hours
. . - M = Minute Per Year ;- -
Classification Activity H = Hours L
Tax Technician il |Answer taxpayer and public inquiries 89M 148,06){5 ;

received on the BOE toll free 800 phone
number concerning the new program and
the application of tax.

Process account maintenance requests.

Total Tax Technician If Hours

21,860

Total TT 1l Positions Needed (1,800

Hours/Position)

12.0

2.0 Tax Technicians I (TT IHl) -1 Permanent FIT and‘ Limited Term F/T

Time Measur: Ongoing
Activities
L Total Hours
S . M ='Minute
Classification Activity . H=H o urs |
Tax Technician Il |Assist Tax Techmmans with the more ! :++14,800 2,860
difficult taxpayer an{i public inquiries ot
received on the BOE to!f free 800 phoné!
numbef ccmcemmg then
:
"""" y )1 M 5,000 760
ASSlgh Tax Area Céc%g 200 50
Address anges i
Qtal Tax Techalgfan 1l Hours 3,670
“Needed (1,800 2.0
HoUrsiPmmon) :
1.0 Superwsmg Tax Techmcnan il (STT 1IN
Vgl Workload Detail
: Time Measure Ongoing
' Activities
: Occurrences | Total Hours
. Lo - M = Minute Per Year
Classification L Activity H = Hours
Supervising Tax | Supefvise H 1,800
Technician Il s
Total Tax Supervising Technician Ili 1,800
Hours
Total STT il Positions Needed (1,800 1.0
Hours/Position)
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1.0 Business Taxes Representative (BTR)
Workload Detail

Time Measure Ongoing
_Activities
Occurrences | :Total Hours
e . M = Minute Per Year S
Classification Activity H = Hours
Business Taxes Provide training to current and new Tax H 870

Representative Technicians.

Develop, revise and update training
materials.

Answer Taxpayer Inquiries received by
Internet email.

Monitor and evaluate Tax Technicians for
accuracy and effectiveness.

Total Business Taxes Representative
Hours

Total BTR Positions Needed (1,800
Hours/Position)

1 150

4.0 Business Taxes Specialists . ~
In order to ensure the most effective: tmpiementatlon of this Eeglslatlon the BOE Outreach
Services Division will need to develop ina comprehensive statewide outreach and education
program to address compliance by both:business.and consumers; and to clarify any confusion
about sales and use tax responsibility. The Business Taxes Service: ;SpeClahsts will be located
at our field offices and will facilitate this statemde outreach dlrectly to taxpayers/practitioners as
well as participate in parthershi ,actlvmes wrth stakeholders; COmmumty organizations, and
Iocal state, federal gcvemmen agenmes in an ass:gned geographlcal area. Outreach activities

Workload Detall

Time Measure Ongoing
Activities
e M = Measure | Occurrences Total Hours
Classification G ‘ H = Hours Per Year
‘{Business Taxes  |Outreach Annual Work Plan " 1*" H 320
) Specuahstl
External Stakehoiders Database H 880
Development::
Survey Creaﬁon, Compllatlon Analysis, H 120
- |Report Pt
-+ |Stakeholder: Meetmg and Event H 2,400
" Participation”
Prewgrkshop planning (logistics, H 3,744
publicity)
Conducting Workshops H 520
Total Business Taxes Specialist | Hours 8,080
Total BTS | Positions Needed 4.0
(1,800 Hours/Position)
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1.0 Audio Visual Specialist, Outreach Services Division

As a result of this legislation, the BOE Outreach Services Division, Online and Media Services
Section, will need to address the educational needs of taxpayers who are unable to attend live
meetings, conferences, and seminars. The Audio Visual Specialist will do so by creating
outreach tools for both businesses and consumers including public service announcements,
online videos, and webinars. This type of outreach is a valuable compliance tool that presents
an opportunity to educate and interact with large numbers of taxpayers at once and is also an
effective preventative and remedial tool for systemic and regional noncompliance.

Workload Detail
Time Measure Ongoing
B ; Activities
M = Measure | Occurrences ‘Total Hours
Classification Activity H=Hours |. PerYear ST
Audio Visual Public Service Announcements 3201
Specialist :
Video Workshops 1,280
Webinars 320
Total Audio Visual Specialist Hours 1,924
Total AVS Positions Needed 1.0
(1,800 Hours/Position)

Executive Department

Board Proceedings Division: ;
The Board Proceedings Division requests the followmg two supp ';positions These positions
are needed in anticipation of increased audits, which will increase the workload in the Tax and
Fee Case Management section and Workload Planmng Sectaon to handle the increase in
conferences and Board;hean 1 i

1.0 Associate Governmental Program Analyst AGPA)
i ‘ Time Per Occurrences Total Hours
Classification Actwnty IHours| Occurrence Per Year
AGPA Annual Workload Plan - 7 H. 28.8 4 115
Board Meeting Reference Coordmator e ' H 1.7 12 20
Review of Board Meeting Material H 14.5 12 174
Board Meeting Materials Distribution (coordination H 14.4 30 432
between BPD and Departments, Day-of-Binders,
posting agenda to Internet, PRA/IPA requests)
Public Agenda Notice (Preparation, Proofing and H 13.5 12 162
Editing) !
Board Meeting Attendance H 7 30 210
Lead and Training Sergeant of Arms H 1.25 30 38
Board Directives "¢/ H 2.7 30 68
Transcripts ! H 6.25 12 75
Approved calendars + obtain signatures and H 15 12 18
distribution i
Back-up to Contribution Disclosure Analyst H 6.6 12 80
Back-up to Vote Recorder H 1.3 30 40
Miscellaneous:
»  Correspondence, phone, e-mail 190
e  Reports 24
+  Staff meetings 120
o  Special Projects 53
Total Hours 1,819
Total Number of Positions Needed 1.0
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1.0 Staff Services Analyst

Tax and Fee Case Management Workload Detail
Time Ongoing Activities
Measure
- H=Hours | Time Per | Occurrences | = Total Hours
Classification Activity Occurrence Per Year -
SSA New Conferences H 1.5 7T 265
Postponements/Reschedules H .30 740 387
Withdrawals H 5 i a2 M HiB 17
Settlements H .30 . 450 i 45
Misc. — Phone calls, emails, Staff H 1.0: 1338 j,338
meetings, reports, training,
reviewing, special projects, Research ;
Total Hours fH 2, 052
Total Number of Positions Needed gilliiis 1.0 il

Legislative Division o :
Due to the complexity, political sensitivity, potential lltlgatlon ‘and associated high volume of
workload associated with ABx1 28, Legislative and Research Division has identified the need of
additional resources on a three-year, limited term basis: one Business Tax Specialist IlI
position. The increased workload requires the highest degree of analytical expertise, and
involves drafting complex technical language, testlfying before the Legislature, meeting and
advising legislators and their staff, other state officials; and Board Members and their staff of the
new law relating to nexus in Cahforma and to effectlvely perfom't these tasks.

1.0 Business Taxes Spemahst 115

Ongoing Activities
Measure
; Time Per Occurrences Total Hours
Classification .. Activity H= Hours Occurrence Per Year
BTS 1l Providing technical expertise to ‘elected H varied varied 900
__lofficials and staff, arid outside agencies. i
*‘|Technical drafting of complex and sensitive varied varied 400
correspondence and statutory language on
nexus issues.
Preparing BOE staff |eglslanve analysis of 400
complex and sensitive legislative business
taxes bills, including nexus, and !+
coordinating the
for the analyses i
Testifying before the Legislature and BOE. H varied varied 100
Total Hours kit 1,800
~|Total Position(s) Requested 1.0
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BCP No. ABx128
DATE: 9/9/11
STATE OF CALIFORNIA
BUDGET CHANGE PROPOSAL--FISCAL DETAIL
STATE OPERATIONS
FISCAL YEAR 2012-13
{Dollars in Thousands)

Title of Proposed Change: ABx1 28 Use Tax Nexus

Program/Element/Component: Sales Tax Program

PERSONNEL YEARS
cYy BY BY +1 cY BY BY +1
2011-12  2012-13 2013-14 2011-12 2012-13 2013-14
TOTAL SALARIES AND WAGES _a 37.0 40.0 $2,183 $2.384
Salary Savings -1.8 -1.9 -104 -114
NET TOTAL SALARIES AND WAGES 35.2 38.1 2,079 2,270
Staff Benefits s 791 866
Distributed Administration b
TOTAL PERSONAL SERVICES $2.870 $3,136
OPERATING EXPENSE AND EQUIPMENT
General Expense $459 $107
Distributed Administration
Printing
Communications 155 46
Postage
Travei--In-State 191 191
Travel--Out-of -State 95 132
Training 47 51
Facilities Operations 591 484
Consulting & Professional Services: Interdepartmental
Consuiting & Professional Services: External 200 200
Office of Technology Services 99 104
Data Processing 68 34
Equipment

Other ltems of Expense: (Specify Below)

_a Saepage -« cof < foritemized staff benefits and classificatien detail
_b/ Represents Distributad Administration costs resulting from this BCP The Distributad Administration costs for axisting BOE programs will reflect a

corresponding decrease which will be addressed in the Planming Estimate precess
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(o4 4 BY BY +1
2011-12 204213 2013-14

TOTAL OPERATING EXPENSE AND EQUIPMENT $1,905 $1,329
TOTAL EXPENDITURES (State Operations) $4.775 $4,485
Source of Funds )
General Fund {0001} $3,104 32,902
Special Funds:

Breast Cancer Fund {0004}

State Emergency Telephone {0022}

Motor Vehicle Fuel Account {0081

Occupational Lead Prevention Fund {0070)

Childhood Lead Poisoning Prev. Fund (0080}

Cig. and Tobacco Prod. Surtax Fund {0230}

Oil Spill Prevention and Admin. Fund {0320)

Integrated Waste Management {0387}

Underground Storage Tank Fund {0439}

Energy Resources Programs Account {0485)

CA. Children and Families First Trust Fund {0623)

Federal Trust Fund {0890}

Timber Tax Fund {0965}

Gas Consumption Surcharge Fund {3015)

Water Rights Fund (3058)

Elec. Waste Recovery and Recycling Acct. {3065)

Cig. and Tobacco Prod. Comphance Fund (3067)

Fedsral Funds

Other Funds
Reimbursements ! (0995) $1.871 $1.563
Net Total Augmentation {Source of Funds) $4,775 $4,465
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DETAIL OF STAFF BENEMTS
AND PERSONAL SERVICES
cY 2 4 BY+1
201192 201213 204314
Staff Benefits Detall: (Whole Dollars)
CASDI $167,000 $182378
Heakh insurance 288,340 315,481
Retirement 322028 353213
Workers' Compensation 1,308 1,429
industrial Leave 1872 2,049
Non-Industrisl Disability Lesve 16768 1834
Unemploymaent insurance 1,088 1,191
Other s 8.004
TOTAL $791.424 $865 577
Positions Amount
cY ay BY +1 Salary cyY sy BY + 1
Classification 201412 200213 201814 Range _a 201112 213 201314
Legat
Liiostion
T Coungal v o F4:] 290 5113784 $227 568 ST 508
Tax Connvpal S 19 20 15012 516,012 5150 024
Sl Servces Aralyst " 14 10 43344 $43344 M3
Tax Counsed Iv b 10 10 113,784 S113. 784 $113 784
Lagel Secrstary o 10 10 41 496 $41 498 $41 408
Tox grd Fog
Tax Coungal B [Specalisl) b 20 20 102.980 $205.920 $205.920
Tax Coumned 8 (Speciast ) Y S 10 10 102,960 $102 900 102 960
U
Lata Angtveis Section
Business Taves Speciatist 8 e 1e 10 78118 $76.110 76,118
EN-Siote
Butintss Taes Specuigt | Y 5 10 0924 $36 412 70.824
Asscciate Tax Axdtor  J 5 20 83006 331 548 26192
Exncutive
Associste Gov. Program Snalyst . 10 10 58,400 $58 498 58 408
Suswrmes Taxes Specisiet ¥ o 190 10 a7 ros 07 e grron
Stall Serv ae Anslyst R 10 10 43,344 343,344 43344
Extarmnal Altairs
Business Taxes o 10 10 44 658 148 450 4505
Businexa Taxes Specisiist | o 40 40 70824 283 208 283 298
Supervsng Tax Tech & b 19 10 44,684 $44 0084 44 04
Tax Techrucinn & b 80 60 35008 SH0528 210528
Tax Tocheegan i N~ [.3}] 80 35.000 $210.620 230820
Tax Techmcian B o 10 10 39.240 539240 39240
Tax Techomcan B R 190 10 39240 38 240 39 240
Ao Visusl Speciaiint By, 10 10 50 488 358 488 58 488
Blanket Funds:
Oveartime (Vanous) (1) 5885 1.931
Tampocary Help 20 20 101,981 101.981
TOTAL SALARIES AND WAGES 37.0 40.0 $2,1831568 $2.384 2950

O Thd coley o8 IO Mickoaten: of the SElary rande for the SIsiad CUaa il At
¢ Parmaoent Fistons slfective 1712012

L5010 parmanent posdon sifectve 7172012, 1 0 peenanent poston sifecive 7/1:2013

4 1 0 2.9 LT possbon affective 71172012 to §30: 2015 and 1 0 permenent posbon offectve 7:372012

#: 1 0 nermanett posiion stectve 17172013

U 1 G posion sffectve 1712093 and 1 0 permanart posoon afective 7:1:2013
_o' 10 3 LT postion effectivg 7:172012 w 8302015

W 3r LT posons effectve 70172012 0 63002015

.
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