
State of California Board of Equalization
Administration Department-MIC: 69

Telephone: (916) 445-4272

Memorandum

To Ramon J. Hirsig, Executive Director Date: January 23, 2009
Executive Office

From Liz Ho ser, Deputy Director
Administration Department

Subject: February 2009 Sacramento Board Meeting Agenda

The Administration Department requests the following item(s) be placed on the Board's
February 3, 2009 Sacramento meeting calendar under "P. Other Administrative
Matters".

P. Other Administrative Matters

P3. Deputy Director's Report

c. Administration Ms. Liz Houser
1. Facilities Update

• On-going projects at 450 N Street
2. Budget Update - 2008/09 and 2009/10

• Spring Finance Letters+
• Update status of the Governor's Budget
• Update on Governor's Executive Order S-16-08 State

Employee Furlough

LH:lk

cc: Honorable Betty T. Yee, Chairwoman
Honorable Judy Chu, Ph.D., Vice Chair
Honorable Bill Leonard
Honorable Michelle Steel
Honorable John Chiang

I approve:
---------""'~~--------

Executive Director

Item P
Sub-item P3. c.



Fiscal Year 2009·10

Return Process Efficiencies Project

• This proposal takes a comprehensive approach to improve efficiencies in BOE's return
processes and ultimately generate cost savings.

• This proposal requests funding to provide Employment Development Department (EDD) the
resources to develop the capacity to process payment vouchers and checks filed by BOE
taxpayers. The actual processing of the payment voucherswill begin in fiscal year (FY)
2010-11.

• This proposal also requests funding for BOE to develop a Change Management Plan and a
Communication Plan, augment the Information Security Office in order to protect the
integrity of BOE taxpayer data, redesign BOE's downloadable forms to mitigate the use of
non-standard return and payment documents, and provide resources for BOE's Taxpayer
Information Section to handle increased call volume related to the redesigned forms.

• BOE estimates that savings from this effort will be realized in FY 2012-13.

The f0 IIowmq IS a breakdown 0 fthe posllonrequest b~y component
New Positions New Positions

Component FY FY
2009-10 2010-11

Interagency Agreement withEDD
BOE Software/Hardware required to support I/A
Change Management Plan 1.5 3-year lim ited term

(LT)
Information Security Office Upgrade 1.0 permanent
Redesign BOE Downloadable Forms
Resources for BOE's Taxpayer Information Section 2.0 permanent effective 9.0 equivalent 2-year

April 1, 2010 permanent intermittent (PI)
Total 4.5 Positions (2.8 PYs) 9.0 Positions (8.6 PYs)

The f0 IIowmq IS a breakdown afthe per componen :

Component FY FY FY FY 2012-13
2009..10 2010-11 2011..12 and Ongoing

Processing at EDD - includes
Interagency Agreement & BOE

$1,436,000 $1,373,000 $1,373,000 $1,373,000
Software/Hardware required for
workflow and retrieval.
Change Management Plan $325,000 $285,000 $285,000 $18,000
Information Security Office Upgrade $145,000 $122,000 $122,000 $122,000
Redesign BGE Downloadable

$373,000 8,000 8,000 8,000
Forms
Resources for BOE's Taxpayer

$233,000 $884,000 $699,000 $184,000
Inform ation Section
Total $2,512,000 $2,672,000 $2,487,000 $1,705,000

ltem P3c.2
02/03/09



DRAFT
STATE OF CALIFORNIA

Department of Finance
BUDGET CHANGE PROPOSAL - COVER SHEET

915 L Street
FOR FISCAL YEAR 2009..10

Sacramento, CA 95814
DF-46 (WORD Version)(REV 07/06) IMS Mail Code: A-15
Please report dollars in thousands.

FL#X PRIORITY NO. X ORG.CODE DEPARTMENT
0860 ~ State Board of Equalization

:~/

PROGRAM ELEMENT COMPONENT
All Programs

TITLE OF PROPOSED CHANGE
RETURN PROCESS EFFICIENCIES

SUMMARY OF PROPOSED CHANGES
Board of Equalization (BOE) requests $2,512,000 ($1,468,000 General Fund, $259,000 Special Funds, and $785,000 Reimbursements) and
4.5 new positions [3.0 permanent, 1.5 3-year limited term (LT)] (2.8 PYs) in fiscal year (FY) 2009-10,.$2,672,000 ($1,417,000 General Fund
and $1,255,000 Reimbursements) and 9.0 new temporary help positions (2-year permanent intermittent (PI) positions) in FY 2010-11 to:

• Provide Employment Development Department (EDD) the resources to develop the capacity to process payment vouchers and
checks filed by Board of Equalization (BOE) taxpayers. The actual processing of the payment vouchers would begin in Fiscal Year
(FY) 2010-11.

• Develop and implement a change management plan for BOE employees as BOE continues to transition to a paperless environment.
• Develop and implement a communication plan.
• Address data confidentiality and integrity issues inherent in transferring confidential taxpayer data between state agencies.
• Redesign BOE's web-based downloadable forms for use in lieu of non-standard return and payment documents (white mail). The

redesigned forms would provide additional detailed information enabling more efficient processing of BOE paper-based returns and
schedules.

• Fund resources for BOE's Taxpayer Information Section to assist taxpayers with inquiries regarding redesigned web-based
downloadable forms.

REQUIRES CODE SECTION(S) TO BE BUDGET IMPACT-PROVIDE LIST AND MARK
LEGISLATION AMENDED/ADDED IF APPLICABLE

IZI ONE-TIME COST ~ FUTURE
DYES SAVINGS
IZI NO IZI FULL-YEAR COSTS D REVENUE

D FACILITIES/CAPITAL COSTS

PREPARED BY DATE REVIEWED BY DATE
21X109 21X109

Manager, Budget Change Unit Manager, Budget Section
REVIEWED BY DATE DIRECTOR DATE

21X109 2/XlO9
Deputy Director, Administration Executive Director
DOES THIS BCP CONTAIN INFORMATION TECHNOLOGY (IT) COMPONENTS? YES IZI OR NO D
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 D OR SPR D

IF PROPOSAL AFFECTS ANOTHER DEPARTMENT, DOES OTHER DEPARTMENT CONCUR WITH
PROPOSAL?
DYES ONO ATTACH COMMENTS OF AFFECTED DEPARTMENT, SIGNED AND

DATED BY THE DEPARTMENT DIRECTOR OR DESIGNEE.

DEPARTMENT OF FINANCE ANALYST USE
(ADDITIONAL REVIEW)

CAPITAL OUTLAY 0 OTROS D FSCU 0 OSAE D CALSTARS 0
DATE SUBMITTED TO THE LEGISLATURE: PPBA:



FL No. X

STATE BOARD OF EQUALIZATION

Sales and Use Tax Program
Special Taxes Programs

RETURN PROCESS EFFICIENCIES

Fiscal Year 2009-10

....

A. Nature of Request
.,";..

Board of Equalization (BOE) requests $2,512,000 ($1 ,4t5.~,()Q9 General Fund, $259,000
Special Funds, and $785,000 Reimbursements) and 4~~"ri~w'-pq~§ltjons [3.0 permanent, 1.5
3-year limited term (LDl (2.8 PYs) in fiscal year (fYJ::2009-10i.'·$~)672,OOO($1,417,000
General Fund and $1j255,000 Reimbursements) ,~ftd·9.0 new temp6(~rY help positions (2­
year permanent intermittent (PI) positions) in F'(491 0-11 to:<'

- ~ - - .,

~ -- . -~ -. . . ..".

• Provide Employment Development Department (El;?[)). the resourcestodevelop the
capacity to process payment vouchersand checksfiled by Board of Equalization
(BOE) taxpayers. The actual processinqofthe payment vouchers would begin in
Fiscal Year (FY) 2010-11. " . " "

• Develop and implement a chan-ge. manaqementplan for BOE employees as BOE
continues to transition to a pap~dessenv!ronment.,:'· ._

• Develop and implement a communlcationplan. _.
• Address data c()flfiq~ntiality arid integrity issues inherent in transferring confidential

taxpayer dat~b~t~~~'iistateaqencies. ...
• RedesignSQl;'s web-based downloadable forms' for use in lieu of non-standard

return andpayment documents (white, mail). The redesigned forms would provide
addltionaldetalleo information enabling more efficient processing of BOE paper­
based returnsand s9b~(jyh~~,<·,.,..

• Fund resources for eOE's Taxpayer.Information Section to assist taxpayers with
ihquiriesre~arding ..r~designed web-based downloadable forms.

>,. '-. -~ ~ .•" .- "', - . -

Tfi~s~ components' afe drtvenby the need to increase efficiencies in return and payment
prccessinq.

Rationale for Creating a Partnership

BOE is currently condu9Jing an aggressive campaign to transition taxpayers to electronic
filing of tax returns. Based on the experience of the Franchise Tax Board (FTB) and EDD,
BOE could expect to achieve an overall electronic filing rate of 60 to 70 percent. Therefore,
30 plus percent of taxpayers would continue to file paper returns. Based on current
registration levels, this is approximately 1.2 million paper returns annually.

Although BOE provides taxpayers with different payment method options such as electronic
fund transfer (EFT), credit cards, and e-checks (options that are also available from EDD
and FTS), paper check payments would continue after the implementation of e-filing. BOE's
largest taxpayers, which account for over 80 percent of BOE's overall revenues, are
required to pay their payments through EFT. However, many of the remaining taxpayers,
including those who e-file returns, still choose to mail in their payments. Currently,
payments by check total over $7 billion annually. Approximately $2 billion of this total is
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FL No. X

generated from taxpayers who e-file. Anecdotal evidence and preliminary FY 2008-09 data
suggest that payments by check would increase, since BOE taxpayers appear to prefer
paying by paper check during times of economic downturn to increase the float time on their
tax payments.

Currently, BOE takes an average of four days to deposit checks received through the mail.
For some special funds, BOE may take up to ten days to deposit the checks. Although these
timeframes are within the State mandate to deposit checks within ten days of receipt, they
compare poorly to the other State tax agencies that have state of the art processing
equipment. EDD and FTB report that they would deposit checkswithln one day of receipt
through the use of best practices, sophisticated mailroom e9,~tPtnent, and scanning and
imaging technologies. (During its annual peak processing R~trQ(rin April, FTB reports that
there are occasions when checks may not be deposited t~.~~r~:~~m:~ day as they are received.)
BOE's slower process has the effect of delaying thJ~~::~~.~p6sI12~t9f tax payments into the
General Fund and other special funds, and also d~lays~:'the all6'~~J~9n of tax revenues to
cities, counties, and special tax districts. n=~'f~;~~:~~t·:· '<:=::~~:(~~~:.:~:~.,.

According to a recent Sales and Use Ta~:,{~p¥; study, BOE's cU;f~:6l:~~tate of return
processing, using existing equipment, systetlJ:$'i:and processes have reacheB"·Jbneir maximum
capacity. This means BOE has limited ab'mty}Jp achj~Y~:::)additional efficiefi=cies without
investment in more sophisticated tax return and:ch~.91s/'J.1rQ~essing equipment. Over the last
15 years, both FTB and EDD haY~:Jlchieved signl'fj'9~f1f efficiencies in their processing of
paper-based tax returns and sche~~~~te~~~::,:Spr example:::~PYJmplementing advanced mailroom
and scanning and imaging technologl~s;:·E.R.Q:~was able·lQn'.n~duce the number of positions it
used to process paper-based emprqy~r ta·~~~:·(~tHf.q~. (H·bYv.~yer, according to EDD, this
savings was only achieved as a re~~!t of~~~l·~~~~t~U~g. ch~hge management plan and
cooperation from lab9f~J'~n~Q~_,believes<Jh?lt,Jf~~a6Id"'%icbJ~Y~ proportional cost savings and
efficiencies if it toO}~qyJa'lever~g~ the uSEr§f"~dvanced tecHnologies and sophisticated mail­
handling equipr1)~DrJ6 processjpaper-basedtax returns and payments. Since both EDD
and FTB have':~nft~~ ability to/~~pand thefC:~~'~.xisting infrastructure to process additional
documents, and 'giv~nthe St~f~~s:.Jgng"term b'4~~get crisis, it is not fiscally prudent for BOE to
build its own infrastfu~t4rt;.JNh~H·-sucfrt?Ghn.QJ9g1es

~.' r c .~ "-~~~~'.>~' _:,,:_,o·~:_~;·'_~-.~><:-- ,,,,,'
<, .

~..,' .:."~">"":';~' ,<' '.: •• ~- < ._".;
exist and can be expanded elsewhere.

.~.-),>~«»->~:~>~< .~

Because of the above factors (which are unlikely to be self-correcting and are likely to
increase over time), BOE is seeking the means to improve efficiencies in processing paper
returns and payments. Since BOE collects about one-third of the State's General Fund
revenues as well as revenues for several special funds, it is important that BOE process
return and fee payments as efficiently as possible. To assist with the State's current budget
problems, it is imperative that BOE:
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• Save costs by automating its manual and paper-based processes,
• Increase interest earnings for the State by accelerating the deposit of tax revenues

into state accounts, and
• Improve taxpayer services to encourage voluntary compliance.

BOE's proposed solution is also the first step in resolving a long-standing criticism of
redundancy in State government. For well over 20 years, the different branches of State
government have studied the various tax collection functions performed by BOE, EDD, and
FTB. These studies have all concluded that there is substantive duplication of
administrative functions among the three agencies and that effi9.r~ncies could be achieved
through some level of consolidation. Given that capacities, ¢in~~be expanded at FTB and
EDD, it is in the State's best interest for BOE to consider eiH1eftransferring or consolidating
some of its return processing functions with one of theJJ,th~r'tax:~g~ncies. This would allow
the State to avoid duplicate expenditures for simiJ~r'-'mailroom:~-~qLJipment and computer
systems and reduce BOE's paper-based proces~ili~f<of tax returns '~in(:t payments from four
days to one day. In addition, BOE would b~:~.aple to adopt some of its partner's best
practices for processing tax returns and payrXte'nts:"since both agencies wOUld be utilizing the
same infrastructure. '..•:::<.>..., .. '':..:, ...;...

This consolidation process, however, would not bein~~anfaheous. Both EDD and FTB took
several years to transition from manual processin~r"()f their returns to more automated
methods. In fact, both agencies-'~lrer>stiH transition'in~f:~ome of their programs to these
technologies. It is very important to" the:'--St~t~., that BOE .and its partner consolidate the
processes in a thoughtful and careful:hJanne'h':·Jfth.e transition is poorly implemented, the
State could experience .a..<~ignificant·-~I.~rupti9:n-:·:,ff-'th~·-proc-essing of tax payments and
documents. "~ '. >~.: ..•. -::.~~ -:.',;': ...:.',:,:~;>; ...-... :~;..

An incremental::'6tl~rige in criHqal functlohs is standard procedure for BOE. When
implementing a'n~W process fqrlts tax progiams, BOE typically uses a phased approach.
The experience gain~>d inJH~"h'litiaL phaseIs.used to adjust and improve subsequent
phases.Thi~ mode'h~lp$aO'E>defermrr,.eth~fullimpact of proposed process changes and
is parH¢yl~rIY~W~JI suiteg,)o' this proposcil,"since consolidation of tax operations of this
ma~2!tLJde has>l1eyer~~erri3~7mpted before.

After.reviewing the relative merits of both EDD and FTB, BOE with EDD proposes to
impl~tii~.nt the consolidation overmultiple fiscal years based on lessons learned from the
previousryears, Thisiequest is the first phase of a longer term return processing
consolidation plan. In additlon to infrastructure development, this initial phase would enable
BOE to develop: ..

• Timeframes and implementation dates for consolidation of remaining paper-based
return processing, and

• Estimates of future savings, accelerated revenues, and increased interest earnings.

At this time, definitive projections as to how much additional savings, accelerated revenues)
and interest earnings the State would receive in a full return processing consolidation effort
are not available. However, it is clear that if BOE continues with the status quo, the State
would receive no savings, there would be no accelerated revenues, and additional interest
earnings would not occur. Given the long term nature of the State's current fiscal crisis,
BOE must begin to address its return processing issues now and into the future. It is the
responsibility of every State agency to took for ways to reduce costs. In order to realize
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future cost savings, it is critical that BOE be allowed to move forward without delay or
hesitation.

Details of BUdget Year Proposal

Transferring Payment Vouchers and Checks to EDD:
BOE is requesting $500,000 in FY 2009-10 to reimburse EDD for the development of the
capacity to process payment vouchers and checks filed by BOE taxpayers. BOE is
requesting $1,100,000 in FY 2010-11 and ongoing to reimburse EDD for processing the
payment vouchers of BOE's taxpayers. EDD may also submit.a request to increase its
reimbursement authority by this amount. This component cc~~l~:Q' requests resources to
enhance BOE's information workflow and retrieval capacity. /,~:{I}~~~t~~~;:>"

Due to the one-time costs and several month deve'oprn~~ilW8;ff~i>"BOE does not anticipate
realizing potential cost savings, potential increase~=fn'~~'a'cceler'at~(:LJevenues or potential
interest earnings related to the efficiencies of,I;'P·P.. ", processing"\>p~Yrrent vouchers and
checks filed by BOE taxpayers until FY 2012-1,~·;~'<~aditional efficiencle$C)JJ.ay be realized in
BOE's back-end processing through utilizin.g~~~tflciencies and best pra~ct.fg~.~ employed at
EDD. For example, digitizing BOE docuril~6l~ would alJ.~.w multiple BbE~>~~.~ff access to
return and payment documents at the same trm~';:;~lnd wQlJX<;f:90ntribute to faster'resolution of
problems or errors. "',~,:"~~:.o,c-:/·'://

Developing a Change Managenf~~f"el~!)/'::;S:i~~~~"c:"
BOE is aware that the success of rij~J~:If~o:fg~rtl~ationar:cbffiJJges is greatly enhanced by the
adoption of a proactive change man&9~me~nr'-pJ~Dr::.AcccilcHfigly, BOE conferred with EDD
on the development an~i:mplementaflq~rL,ofthE?~;?~~6g~Jl1an~gementplan used to achieve
efficiencies when ED9.;>"~~.tQJn~~ed proc'~·§~~!ng~~Qf'p·ap·ef·r~thJrns. According to EDD, the key
to success wasJt:f~~\s~:'deve-lC)ewent o(·':,~>~~~.£t1ange man"agement plan. EDD's change
management pl~J.,~;~§oHsisted of~X1) an anary~l~ of new required workload tasks, (2) a survey
of staff emploYn1!:~hrinterests, (~f·.a framewd~k:J~ran employee career center, and (4) a staff
communication plafi.Jqr upcqm16g·:~,h~Dges.······"

Basec!9Q~:~PQ',~m:~:~i;j;:~~~<;:~;::~t~r'i~~:S:6~~ in FY 2009-10 and $285,000 in FY 2010-
11 ,~6~~'{F'Y'-"2(f1lt14-, for;:1.§§:,:3-year LT positions and overtime resources to develop and
irnpj~'Ment a chang~~'::,man:gg~ment plan at BOE. An interagency agreement with the
(j'~Jlf9rnia State Urilv~l~,ity af,~.;$~pramento (CSUS) would be established to begin the
dev~JQ8rnent and imRt~rnentaHo-n' of a change management plan to facilitate the
organlz-~~lgnal changes t~§ulting from the transfer of return processing from BOE to EDD.
BOE exp~:9J~ that cost~~yings will ultimately come from personnel savings. Employees
who proce~':~··t:~Dd sto~.~.·'J~~per returns would be most impacted by the proposed transfer.
BOE is comH\i}t,~.~.J9.:~;:'ensuring these employees are voluntarily transitioned into new
positions. The f6ifB)&i'rig chart shows the detail of the staff requested:

Eixg.Q09~1~ EXIggIQl1] EY2Qtl~1~

Positions Positions Positions

Labor Relations Analyst 0.5 0.5 0.5

Associate Personnel Analyst 1.0 1.0 1.0

Total Positions/Resources 1.5 1.5 1.5

Please see Exhibit I on pages 15-16 for workload detail.
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Working with CSUS, BOE would use a three-phase change management process to
develop a support program for its employees as BOE transitions to its partnership with EDD.
The plan would ensure that BOE continue providing timely and efficient services to
constituent groups and help its employees adapt to the changing job requirements of a
paperless return operation.

Phase I would develop and initiate implementation of a change management and
communication plan at BOE. This change management plan would establish a framework
for working with employees and bargaining unions to make the necessary changes to allow
BOE to operate effectively. Steps to be taken include the foliowin~E.

• Survey of BOE employees to better understand thenature and degree to which the
change management plan would be needed to SURPOrtH,~ transition.

• Development of a framework for establishing C!.~G~ieer:R~~ource Center (CRe) for
BOE employees to assist them in better deterrnH,ing whafjof).,~kills they would need
and how they would obtain those skill~:·{{:.the eRC woulg::,~lso incorporate a
training/retraining component, and provideadvice on what positions to seek within
BOE f EDD, or other state agencies.,::?~",··:i~;~:;·· . "':'"''

• Development of a communication pla'ri.tq maintain .QP~n lines of communicatlon with
BOE employees about the changes thatW.9~ld b~.ta.~ing place. .,..

The final two phases of the chanqemanaqement pl~r-l~re dependent on the completion of
Phase I and would be proposed Ir;:f':Jt~'r~pudget requests. Currently, it is envisioned that
Phase II would allow BOE to contirine·tq"implemenf:'t~e change management and
communication plans which will be started irfi=,(':~90~-10 andbeqin to transition employees
to the paperless operatinq .. process. .• Sp~cific .t3,6tlviffes, in ,this"phase include opening the
CRC, implementation~·()f.tne:~.~pmmunic~ttpn:(prah, and <fQHow-up on employee progress.
Phase III would cprithiLie the'6b~nge mari,a:gement and communication plans by assisting
the remaining BO~~taff determine their future.career paths.

Ensuring Data Security:;, . ,:::"
The lnformation SecurityOfticereqUest~f$J4.5,0dOin FY 2009-10 and $122,000 in FY 2010­
11 anQ;6p"gOrng' to estabn~f('1.0 permanentposition to focus on project consulting, security
reqqi.rerne~nt's testing" anddevelopinq security policies and procedures. Continuing hours
wqUld focus on 06going riskrnanaqement, incident response, oversight, and compliance
mq·bitpring. Existinqresourcescannot address the volume of ongoing workload related to
the magnitude of this proposed ·change. The following chart shows the detail of the staff

stedreques e ;~ .
.,:,.

<~ FY;2QtO":'1~

FY 2b()9~2010 ari'dqpgoing
" ,,'- ....

-:

Positions Positions
'.'.

/,'

Senior Information Systems 1.0 1.0Analyst (Specialist)

Total Positions/Resources 1.0 1.0

Please see Exhibit lion page 17 for workload detail.

Although the proposed solution involves collaborative work with EDD, BOE can not abdicate
its responsibility as data owner to fully and effectively protect taxpayer information. In many
ways, an EDD/BOE partnership of this nature would add complexity in the planning and
implementation of effective information security. Differing infrastructure and competing
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policies would require additional work efforts to reach an agreed upon security posture that
would meet the needs of each department and the State of California at large.

Given there is no such thing as 100 percent security, it is imperative that information security
controls, user security training, security testing, and system certification and accreditation be
included to keep the risk of compromise or unauthorized disclosure to an acceptable level.
The position requested in FY 2009-10 would ensure risks, as described herein, are
considered, measured, mitigated, and tracked, not only during design, development, testing
and implementation, but also throughout the life cycle phase of "maintenance and
operations".

Addressing BOE's WhiteMail::;::/{.. ,::..}~,,"
As noted above, BOE is experiencing an increase in itso;wbit~:Lrnail, which takes longer to
process than regular mail. BOE has found that an increJ~,~J!Jg>ifo·rtfqD of its current white mailo·'t6J"$.xeason,
is the result of its existing web-based downloadable>Jafm's~ For BOE requests
$339,000 in FY 2009-10 for resources to d~~~'j9P web-basE§~:r~t'9.Qwnloadable forms
containing taxpayer filing information in batch<~6t( bar codes andr${,?OO ongoing for
maintenance of the required software. Thi§;f~b~inge would speed up·:··tB~.,processing of
mailed-in returns using BOE processes an·d:~}~quipment..:~,~oOue to the fc3'c(:lbat 30 to 40
percent of taxpayers will not or cannot utiliz~~::~~~~rvice~:;<J5~iper returns will °BBhtinue to be
filed. Accordingly, it is imperative that BOE imple=m~nt~9me immediate improvements to its
current web-based downloadable J~l~rns to accel~r~t~'~Jl1e manual process of these paper
returns. It is anticipated that implemj3Jlt~Jj9nof the nei~t~~b-based downloadable forms will
begin June 1, 201O. <::~'>~'»~~:\,'~::~~::~o~:e ·~,:::~;.;>~o

~:~~<~~. .. > ,. r.' •

, ..".

Address,-ng Taxpayer Inquires: o. '};~;~"·~:::;::>;>: ..o "=:>:~<O
~.>-;,,'

I ' I I

qgwVJC?·~.<:f;~ble
° •••••r. o. 0' I'. ~/<~,/",:///,;,/,/»<,,..' .',°

If BOE's web-based. form~fc~r~~:;"~ti~'ng'e;al~:ft~quire the taxpayer to input their
account number ~Q~~;ga=o;'fo'g~::Ttr;:,90de pHg~h~Ji:f~"printing a~;~·return or prepayment form, an
increasing numQ!i(~~o~ot taxpaye[~\will be ':G~Tling for assistance. If a log in code is not
provided, the t~~p~yer will nott~~ able to :;pJIIJt a return or prepayment form from BOE's
website thus incr'E§~~iD9 the ."g~J(:Y9J~r:ne in B{P~I;'s Taxpayer Information Section. This will
take pla~E3. ~~ringlf1~},§~ni~:rpen()Ho/Wtl~n<Jb~:?'Electronic Transition Plan is encouraging
electr9r.J~oql!liJlg·:~Dd

y:,,:>.~,~~,. >~,:_/~~c:~",~>~,,;~,~~,>~;<;~::~:</,~;';,

shuttt6'g'o>6ff
;~' ;o~~~/,.~:~~_

3,500,000- paper returns and prepayment forms each year.
. ' -

.r ~«<_.-<.,,»:-/ - 7'",",.>'-',;' ~

qri:~~t~xpayersti~~ql'1')e ~W~r!;l9f a new or changed form, the volume of incoming calls to
BQ~""~ Taxpayer InfO'rm,fi.tion 'S~~~J9n begins to increase immediately. It is estimated that
Bd6',~o?Taxpayer Inforrl1~tion section will receive an additional 140,000 calls a year from
taxpay~l~requesting a C9~PY of a paper return/prepayment form or assistance with obtaining
the accoiint.nurnber an,q:lpg in code so they may print the return/prepayment form from
BOE's weBSo!!~f.: After/~Q~Juli years of implementation, it is anticipated that the call volume
will drop to a6o~t~~~ifQ'9>~dditional calls per year.

'<o~;<;:o:;::~;;~:~}~~~- < 0

The Taxpayer Infdtmation Section is requesting $233,000 for 2.0 new permanent positions
starting April 1, 2010 (0.5 PYs), overtime funding, and related resources in FY 2009-10, and
$884,000 for 9.0 2-year PI positions, overtime funding and related resources in FY 2010-11
to process the increased workload resulting from the change in BOE's web-based
downloadable forms. The following chart shows the detail of the staff requested:
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FY-_?Q19-tU Fy.g01~-1~

tf~()O'9~~~l1Q FY2Qi_1n~ Al'1d·().ngQjng

Positions Positions Positions

Tax Technician II (Permanent) 2.0 2.0 2.0

Tax Technician II (2-year PI) 9.0

Total Positions/Resources 2.0 11.0 2.0

Please see Exhibit III on pages 18-19 for workload detail and detail of overtime funding
request.

B. Background/History ..
-"'<_:>:-:/

BOE administers over 20 tax programs, including s~J~~:~ .. a·ncf:9se tax; various alcohol,
cigarette and tobacco products taxes, and fuel exci.se·-t.axeS;\lar~9~S environmental fees;
and state assessed property taxes. In keeping witnjtr~'imission statement and strategic plan
goals, BOE must be innovative and proactivejrr'jtsapproach to taxadminlstration. One
element of this goal is the automation of.Ja.bqr~·i·ntensive manual prQ'9~s_ses to reduce
processing, storage and retrieval costs, an9Jrl~rease revenues while imp"r9ying service to
taxpayers. ....'. _r •••. • •. ".

BOE is pursuing automation thrqugh implementing>::we'b-based electronic reporting and
payment (e-filing). However, e-filiog.·."-VHI not completely replace manual tax return and
payment processes. AU of the Stat~~fs 't,*~gencies have found that 30 to 40 percent of
taxpayers either will not or cannot usee-servlcescptions.iA; these rates, BOE estimates
that approximately 300,000 taxpayersfrom an,ofitsv~rioLis·.t~x programs will not use e­
service options and wiU·.~rftl~qJly file over:::1:2r:J1JIJj6n paper-based returns.

r, ~ .: ~._:._~-.~~:~ .':_.~~~~. . ....:~', x, ':>~_:,~" --- . ~ ,..

In 1998, the prevt6tJ.~X~dmini·~tt~~ton and-th~:~Legislature approved and funded a feasibility
study report fotf3<OE to impl~:n1:~nt returnprocessinq technologies similar to that being
implemented at Ep.Q: and F,-~.. <,>·Jh~t projectwas to be funded primarily through position
savings without addltlqnal~~p.~~get aug-m~nt.a.tions. However, the project was cancelled due
to a nt}mper·.9f.Jactonf-~n~f·BbE subsequentlydecided to concentrate its resources on the
impI~rriC?ntafi()n()f.~-filirig)··~Accordingly, BOE never implemented automated processing
t~~b.n.9logies forltsmanualmallroom, cashiering, and key entry functions. In fact, many of
aq~~ current manualjeturn pr9l?~.sses are over 30 years old.

c. State LevelConsideratiO~.s
,-' ._-.... ",-'.: .;.- ... ./,,-

This proposalIs COrt$-I~tent with the Governor's California Performance Review and the
proposed FY zoos-i o Budget, which seeks to enhance the efficiency of State government
by eliminating redundancies. BOE's proposal is consistent with the Governor's proposed
Budget because it would automate the current inefficient manual processes by tapping into
existing State technology assets. Transferring BOE return processing functions to EDD
would enable the State to ultimately realize a net decrease in operating costs.

This proposal also conforms to the consolidatlon initiative proposed by the State Chief
Information Officer and supported by the Governor. By transferring some of BOE's return
processes to EDD, BOE would avoid duplicating existing technology infrastructure through
the use of EDD's expanded capacity to process returns and schedules. This would avoid
spending tens of millions of General Fund dollars on duplicative systems and equipment.
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In addition to these considerations, this proposal provides a longer term opportunity for all
three state tax agencies to partner in the creation of a common or shared processing center.
Currently, each state tax agency has its own processes and infrastructure supporting its
revenue document processing operations. By partnering and leveraging technologies,
equipment, and infrastructure, the tax agencies could begin to realize some of the benefits
proposed in past independent studies. BOE believes this initial partnership with EDD could
eventually grow to include FTB in a three-way tax partnering arrangement providing
infrastructure benefits to all three agencies.

In addition, BOE's Strategic Plan for 2007-2011 addresses vital issues, such as maximizing
voluntary compliance in BOE's programs, improving the effis!.~g,9Y of BOE's tax and fee
programs, and creating an expanded and responsive infrastrlJ~~~fe. Changes in technology
have created challenges, opportunities and expectations J~,~t2JJYl;Jst be addressed. Greater
automation offers opportunities to improve BOE's. eff~~tt~~'n"e's~~}~~f!d efficiency in providing
quality services and is consistent with the goals of th,~;~drganizatiCfn~~r~~~:>

",~::<.</:.<~.

The BOE Strategic Plan 2007-2011 issues/strat~gi~~$"addressed
~,,_-~_o·-.«~<

by thls"Pf9Posal are:
<: ~:-,,:>-,,>;,<,->~~>

Goal 2 - Improve the Efficiency of BOE's'l[~{~nd Fee Bf:Qgrams ';::<:"': .
• Objective 1 - Create, an environm:~6t·,that ~.nQqu-rages innovativeand creative

ideas for changing and streamlining 'o'q(QLI~rO:e'ss processes without diminishing
the quality of our servicesor products. "'~'~~:~':',->"

• Objective 5 - ContinU-~~JY~/~.~~:~ss chang'e~~:f)p the business environment and
evaluate and modify '·~·RrQ-dess~$.>and serViC~s to ensure that customer
expectations and needs a:t~~'.t11efol'eXG.~.~ged. '<'.>.;.>

• Objective 6 .. "7,.,~rovide conV~Jlient,Jfm:~lY?a.~c,e~s"tcr accurate information while
ensuring tJl~~~9b~in(l~d integ~f!tY_9f){Q~'V'ope·ratrob.s and confidentiality of taxpayer
.lnformat.l.oA;n'=~.'•..;":::; ,-. -- "u,p.,",:-.- ":_:'.~:":>"<:)~/ r : ,

"~~;. -;': ~ ~
:-:";'~'''~ ~~;-;- :"~"-._;'-;

Goal 4 - Cf~~t~::n Expan9~a'and Res;~ff~!ve Infrastructure
• ObjecHv~~~},,- Cr~~~'~'§t9:~t~yet fleXJl?le state-of-the-art technology infrastructure

Y9.ing indu~try;::~~~f:··practlC~~.~n9.>h~~spond timely, effectively, and efficiently to
,Q~wJ?!?' anaf~~o:p'rograms

~;'/', -';':,""~

and"changes to existing programs.
'.,' - ~ .. / ,;>~:-"_~ ;:)_,~,~: ;"'_7_,,:~,_~·_,.~j

:§c5~1 5- Fost~f'~'§!<illed?MRtivated, and Diverse Workforce
• Objective·23~~ Enh:~Q'g~ current internal communications, improve information

.... - . sharing, ana':~~.~ tearrtwork to promote a cohesive, unified organization .
.-, :=,.pbjective 3 -~<~.psure the essential information, tools, and equipment needed by

·">.3,~mployees tq''''p~rform
<,,~ J' ..,"

efficiently and successfully are provided on a timely basis.
.';"o.<.''',f,. ;-~,~=<.«,.~.

D. Justification a-ritf~A~fi~'lysisof All Feasible Alternatives

BOE reviewed four alternatives for improving the processing of paper-based returns and
payment. These alternatives are described below.

Alternative 1 -
• Enter into an interagency agreement with EDD to develop the capacity to process

payment vouchers and checks filed by BOE taxpayers and begin processing these
documents in FY 2010-11.
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• Design and implement a change management plan to provide support for BOE staff
displaced by the partnership with EDD.

• Develop and implement a communication plan.
• Provide sufficient staff to ensure the confidentiality and privacy of BOE's data.
• Redesign BOE web-based downloadable forms to include additional taxpayer

information in batch and bar codes.
• Provide resources for BOE's Taxpayer Information Section to address increased call

workload resulting from redesigned web-based downloadable forms.

The estimated cost for this alternative is $2.5 million in FY 2009-1.0" $2.7 million in FY 2010·
11, $2.5 million in FY 2011-12 and $1.7 million in FY 2012-1,3/~ba ongoing. EDDts costs
provide for the personnel and vendor costs to prepare th~'m'ail opening, scanning, and
remittance equipment to accommodate the payment vouohers::and checks. BOE's payment
vouchers and checks will be processed separately fr9nrE't)[Y~::"W9rkloads to ensure data
integrity of both BOE's and EDD's documents an,9,90ffars. Tnl~::"W9Uld ensure that any
problems in EDD's other programs, such as employer tax and unemployment insurance,
would not negatively impact EDD's commitrnenttcprocesslnq BOE's returns, BOE and EDD
estimate that it would take several month$'~~'J9:0:'develop and trnplementthe automation
changes necessary for the BOE/EDD interag~h6y agreem~flt~~~':> " .

Pros:
This alternative:

• Utilizes existing infrastructure of EDD to improve efficiencies of payment processing at
BOE.

• Benefits from the lower on-going expense for processing payment vouchers and
checks filed by BOE taxpayers compared to other alternatives.

• Is consistent with the Administration's strategic directions and past independent
studies.

• Utilizes the State's best practices for mitigating transition impacts to existing staff.

Cons:
This alternative:

• Requires a General Fund appropriation and additional State resources.
• May require EDD to increase its reimbursement authority and positions.
• Requires additional personal services resources at BOE.
•,: ~~ticipates an increase in t~,~payer call volumes.

Alternative 2 -
• Enter into an interagency agreement with FTS to develop the capacity to process

payment vouchers and checks filed by BOE taxpayers and begin processing these
documents in FY 2010-11.

• Design and implement a change management plan to provide support for BOE staff
displaced by the partnership with FIB.

• Develop and implement a communication plan.
• Provide sufficient staff to ensure the confidentiality and privacy of BOE's data.
• Redesign BOE web-based downloadable forms to include additional taxpayer

information in batch and bar codes.
• Provide resources for BOE's Taxpayer Information Section to address increased call

workload resulting from redesigned web-based downloadable forms.
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Although this alternative would provide the same functionality as Alternative 1, there are
some differences between an EDD and a FTB partnership. Specifically, due to high
volumes in April, FTB cannot guarantee one day deposits all year around. In addition,
FTB's scanning and imaging equipment is not as sophisticated as EDD's so FTB, would
have to use more data entry staff to correct problems with handwritten returns. (Many of
BOE's returns are handwritten.) Also, FTB and BOE would have to develop a fund
reconciliation process since BOE's returns would be processed through FTB's existing
automation system. This alternative has a similar development schedule as Alternative 1.

Pros:
This alternative:

• Utilizes existing infrastructure of FTB to improve efficiencies at BOE.
• Is consistent with the Administration's strategic directions and past independent

studies.
• Utilizes the State's best practices for mitigating transition impacts to existing staff.

Cons:
This alternative:

• Requires more resources and positions to implement than Alternative 1.
• Requires a General Fund appropriation and additional State resources.
• May require FTB to increase its reimbursement authority and positions.
• Requires additional personal services resources at BOE.
• Anticipates an increase in taxPe,yer call volumes.

Alternative 3 -
• Contract with a third party contractor to process payment vouchers and checks filed by

BOE taxpayers and begin processing these documents in FY 2010-11.
• Design and iDJpf~;ment a'>~qH~nge maH~:~ement plan to provide support for BOE staff

displaced b¥lhac"new operaiiQ9 process~~:.~:'~~>,

• Develop andt[fpJ~ment aA~Qijl~l'l1,unicatiori··pJ9,n.
• Provide sUfficiehf~t~fft8':WD§i.r(~Jn~·:~9Dfid~Btialityand privacy of BOE's data.
• Rec.ie.si'gn·::J30E "~\IJ~p~Ba~'ed dowhi8~crable forms to include additional taxpayer

infbrhratio;rrIA-batch'~habarcodes. .,.~'

.".::.;:{Bt8tide res~tJf~~.§",for'··Bg~'s Taxpayer Information Section to address increased call
'>·?,',Workload resulting}rgm rea~$ignedweb-based downloadable forms.

Pros:
This alternative:

• Would enable BOE to leverage the contractor's existing expertise and infrastructure.
• Avoids the cost of in-house development.
• Utilizes the State's best practices for mitigating transition impacts to existing staff.

Cons:
This alternative:

• Is prohibited by provisions of the State Constitution and Government Code section
19130.

• Raises issues of a non-government entity having access to confidential information.
• Does not leverage existing infrastructure.

Alternative 4 -
• Develop and purchase in-house scanning and imaging infrastructure.
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• Design and implement a change management plan to provide support for BOE staff
displaced by the new operating process.

• Develop and implement a communication plan.
• Provide sufficient staff to ensure the confidentiality and privacy of BOE's data.
• Redesign BOE web-based downloadable forms to include additional taxpayer

information in batch and bar codes.
• Provide resources for BOE's Taxpayer Information Section to address increased call

workload resulting from redesigned web-based downloadable forms.

Pros:
This alternative:

• Would enable BOE to design, install, and purchase its own infrastructure and
equipment that is compatible with its current systems.

• Would allow BOE to better control its information security.

Cons:
This alternative:

• Would take about 18 months to 2 years to develop and install the new automation
systems and equipment.

• Would likely cost several millions of General Fund dollars to implement.
• Is contrary to the Governor's initiatives of consolidating like functions between state

agencies.
• Would delay cost savings, accelerated revenues, and potential interest earnings

longer than Alternative 1.
• Is inconsistent with the Administration's strategic directions and past independent

studies.

E. Facility/Capita~6~,tIay Considt:t.r~tions

The BOE is currentIY,'gqmple,~tng·a,,·ir~~~~,9.~ing.plan" for BOE's Headquarter building. This
plan vviH::'.~IIP\l'( 80E/;19''::f~adress'current~~...optimum occupancy issues, align program
func~JcSq"~/activIH~:~f)dentify-:a9ditionaloffsite lease space, and address growth.

F. Outt0rt:ies and AccountCl.bility·' ,.

This project addresses thetax returns processing deficiencies created by the use of batched
paper documents, manual key entry, use of paper documents to allocate funds to local
entities, andtO··respoh~··-'to taxpayer questions and concerns. The effectiveness of this
project would bem.~~s-ured by the number of documents processed and the cost savings
related to automated processing or payment vouchers and redesigned web-based
downloadable forms.

G. Timetables

Details concerning the development and automation of payment processing functions as
well as the redesign of web-based downloadable forms can be found in the Feasibility Study
Report (FSR) and Exhibit IV on page 20.
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Administration Division: Human Resources Division
July 2009 to June 2010 July 2010 to June 2011

Establish interagency agreement with Begin Phase II of the Change
CSUS. Management Plan.
Develop and implement Phase I of the Continue communication plan.
Change Management Plan.
Survey BOE Employees.
Develop a Framework for Establishing a
Career Center for BOE Employees.
Develop and Implement a Communication
Plan.
Hire new personnel effective July 1, 2009.
Train new personnel.

Administration Division Information Secur.it}tOffice;:~;":;·;{>.>

July 2009 to June 2010 .>;", -'".,,, July 2 i1Q.t
Hire new personnel effective July 1, 200fV:~::'_:'- Monitor systems and sUb~Y$,\~ms

,.~ssoci~.tg~~.Y;ith imaging, sca'6ning and
., ~~tQril1ff~Qf' BOE's mission critical

,'0 0 iilf9..6Tf~tfo n.

Work with EDD in DeveI6i3m'~hf~~1{~r2t Updat'~~;~PQU9ies and procedures regarding
Infrastructure. ....'. J.b~..transfe'r.::Otdatato EDD for processing.

Develop policies andprocedures r~:g~~rdirJg'; :n5~rfQ~r:>9JJlir{e' and in-person Information
the transfer of datCl'tQ'EOtY'for processfng:'~:~"~·.~~'!: Secu'rlf}(~jfaining

~'-'~"_,~;~:>~:;

that is unique to this
.._:--J <:-~:'-:f-'--_"< -<~»~«~_,~.,-,~;~.~.:

'0 '::';'. :: solution.

Ext~:ri1afAffalrs Divl'si6'n: Taxpayer Information Section
/~ February':~g~oto'-~Yne 2010 July 2010 to June 2011

·-81r~. new person'h~r.~~ffecti:0~~~\february 1, Hire new personnel effective July 1J 2010.
20tO.. ~'>f'"

Train new personnel.

Answer<!.t~*payer"J)tlbne inquiries and Answer taxpayer phone inqulries and
processin~f·WQr~,g·~~tl.efated from phone calls processing work generated from phone
for additionar35;p.O'b calls. calls for additional 140,000 calls annually.

Provide Input a'Gring development of web­
based downloadable forms.

Training remote agents.

Hardware Installation.
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H. Recommendation

Alternative 1 is recommended because it has the lowest on-going cost, would be
implemented in the shortest timeframe, is consistent with the Administration's strategic
directions and past independent studies, anticipates expected taxpayer call volumes, and
utilizes the State's best practices for mitigating transition impacts to existing staff.

I. Fiscal Detail

See attached "Fiscal Detail" schedules.
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Exhibit I
Page 1 of 2

Change Management Plan Workload Detail

Labor Relations Analyst

The establishment of 0.5 Labor Relations Analyst (three-year limited-term) position is
requested to handle new and ongoing workloads related to the Change Management Plan in
the Return Processing Automation Project. The Labor Relations Analyst will act as the
liaison with bargaining unions and the Department of Personnel Administration (DPA),
address bargaining union and employee concerns and compl~ln~t$}answer labor relations
questions, counsel employees at the CRC where visits wil~)dgfr6e limited, and plan and
coordinate Employee Information Forums and meetings. 'N,-'<,,"- '

~;<~:~:~::~-~~~~;~:)~:>~;:~:::~.>:-

/~;,>=~~:'~~.:ro~:~~;- ~. ~;~:(::~~~~"c.,-,

Workload Detail

Activity H=H~~~~,;-~:;~~~' Time Per Occurre,~'s~~ Total

M =.Mii1-ot~s Occurrence Per Yeai:~:~S::: Hours
Labor Relations Analyst

Employee Information Forums (small/large 8
':>: 192

group discussions related to the Return
Processing Automation Project).
Assisting with the CRC Counseling. 200 400

Liaison with the Employee Bargaining UnrQ6~" 24 48
(meetings to discuss transitional }q~~-
placement). ":::~,

Administrative Detail (correspondence, mise" 300 300
telephone calls, and emails}/~=~'=~;'~:;::."

940

Position'::: based 0.5
on 1,80Q-h6(Jrs

Associate:l?ersonnel AH'~lystYAPA)
_·~>7.,.;--,:-~,·-;."~.",!',/'-,,:~_.- .:~~~.<.~.:~_;' r,r » ~ ;.. ,~ ;>"~" :' ~'.

Th~:~'~$'f~blishmeh't;::,&f/1.0<A~$8ciate Personnel Analyst (APA) (three-year limited-term)
pQ~'lftQ'n is requestedjto hand)~',:Jlew and ongoing workloads related to the Change
Ma'Hag't?rnent Plan in fH~~~:>ReturtF':J?rocessing Automation Project. The APA will be the
contnicf'rm,anager withyg.§US, ensure all phases of the interagency agreement are
communicated and impleffl'~nted timely. The APA will also counsel employees in the CRG
to ensure ffr~r-J~9E emRJ9y~es are provided with appropriate information that explains what
the ElectronicY':Tf~JJ,sitj.pfi~:]?lan to a paperless operating process means, why it is important,
how it will be d6-n~}\tl9\~lft impacts or does not impact staff and job requirements, how BOE
will be helping its~:"~-rrfployees to make the transition (e.g., lateral transfers, training and
development (T&D) assignments, training opportunities), and when the changes will occur.
The APA will provide counseling services during the CRC's core hours from 10:00 a.m. to
2:00 p.m. The APA will also work closely with managers and supervisors to identify
workplace needs, provide internal ongoing agency job placement, develop employee profiles
for job placement, staff development, and training programs. The APA will serve as the
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Exhibit I
Page 2 of 2

liaison to the Training Office regarding training opportunities, upward mobility, job fairs with
other agencies for opportunities to explore potential job prospects, assist with questions and
resumes, and facilitate Employee Information Forums. The APA will also be the liaison with
EDD to facilitate the potential placement of BOE employees. The APA will train CSUS
students and provide guidance and direction.

Workload Detail

Ongoing Activities

Activity H = Hours ;>, Time Per O¢¢~r.rences Total
- -:-'-' _.:.~:

M=
.'";~

Minutes.· ;-:'bccurrence Hours
Associate Personnel Analyst I

Career and Resource Center (career 300 600
counseling for transitioned employees).
Transitioned employees identifying vacancies, 200 600
reviewing applications and resumes, filling
vacancies to ensure job person/job/skill
matches).
Job Fairs and coordination with similar ageqcies, 24 288
(e. "FTB, EDD). ""':.
Training provided to employees identified to b~' 100 200
transitioned to the new s stem rocesses.
Administrative Detail (correspondence, mise 300 300
telephone calls, ernalts, li~i~8ifto, EDD, and
student trainin ). ,'/ :';:;.:~~:"~',"':~<,'~~~.>,

Total HoU~ per 1,988
year "':::"::.
Position .....,..,. based 1.0
on 1,8QO h'Qurs

Overtime .. Requirements:":,

Onggfbg;"ov~rti~e;"qf:;50()hc)l!rs is needed for the Personnel Specialist classification.
Th~_.. f:>ersonnel Spec~a)i~ts rrialntain all necessary personnel, payroll, and benefit
documentatlon. Somif9t:.-their dLJtt~s include: appoint employees, maintain the position
rosters.'prepare documents to abolish/establish/reclassify positions; prepare and/or review
documents.necessary toupdate and maintain the automated leave accounting system;
request and maintaln cer1j~qation lists; and respond to questions and requests or information
from employees.. Pro~~s a variety of documents to effect appointments, promotions,
transfers, separatr9JI~,\ •. ','.
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Exhibit II
Page 1 of 1

Information Security Office Workload

Although the proposed solution describes collaborative work with EDD and FTB, the BOE may
not abdicate its responsibility as data owner to fully and effectively protect taxpayer information,
wherever it may reside. In many ways, an EDD/BOE partnership of this nature can add
complexity in the planning and implementation of effective information security. Differing
infrastructure and competing policies will require additional meetinqajo reach an agreed upon
security posture that will meet the needs of each department and t_Q,~:~§Jate of California at large.

The requested position will focus one-time hours on project.4~[~l~ing, security requirements
testing, and developing security policies and procedure,i~)~~~~~:~~.CO-ntt6YJng hours will focus on
ongoing risk management, incident response, oversight,):~~cfc6mplian~~,.r~onitoring.

,_;i~~~~~-:;'~:;::=~~~- ~ <>-:~~~~~;:~~.~;:-~

Workload Detail

Activity

Senior Information Systems Analyst (Specialist)

Monitoring - near real time monitoring of all sysJ€ims?Cl,nd sub­ 3 261 783
systems associated with scanning, imaging, and st(jflng'<·~t~Q~'s
mission critical information. Monitoring will ensure the cc)fifipenH~IJ!Yi

integrity, and availability (CIA) of the applicable systems. M.i?ni~oriii'g"of~ ,~,;.

~~~:~~~:~~~~i~;~:ar;~ti:s:~~~dO~~S~d~...._E...p.:.,.r.,.;~?E.S~h~X~~~~~~ii.!.L~~~,J_~;t;h
tools and methods available from that age.ncy

..
..,·,.",.~, :,>.,>".::~::~,:;{«/",::::;~ ~>

Incident Response - Inevitably,t~~f~.,~wmb~,Jf!tQrmation SeGMrity::::~-/' H ":-' I::>' 4 48 192
incidents requiring a well tested ~nct~ffective resRQJl,~e. Many tfro~~~:
the alert will be the result of a fal.se~~OS1tive, nevertheless, the BOE\vllj.
be required to respond, aGtiX~~:c"contingencies,t~'6'~ manage tti~· :'
incident until successfully reso)v~Cf~>,Even false-PQ~iHyeswill require cfj'
post-incident debriefing to detefmin'?, root q~H~~'~·)~nQ,.>.ewgage in
process improvement. Incident resp,9r)se p(.6c~qufes·wnE~~·:)~st~ci
and validated at least-twlce.,Ciyear. ;;:::;::::;<'.:::::::~' J ' ,.' "::'•• ::{:':':::~:> Ii

Policy - Th~;,tr1fCftroatH~lf,,~~gyrity Offiq~,{~s BOE's custodian 'of H 10 8 80
security-relat~g))QJicy, will rieeqjo:m,anage··tb'~',update to policy while
developingJi~w"procedures that support the pofi'cy:.<"
Training:~'~';peliver online and in-pe'r~6hJnformati(jrl'Security training H 12 2 24
that is uniqu~J,~Jhis solution. This ff~{~TQg will be'~~J.iy~red to both
technical and ·t:i~'si,l)ess users of this pr9pc)'~al. ThE{lraining will be
delivered at leasr:"fW1ce a year and Vlill}.:augment BOE general
Information SecuritY~W~reness training. IpfplJnation Security requires
the most recent information in a rapidly:Bti~nging threat landscape,
therefore the training m~t~ftal will be sljb)~9ted to major revisions at
least annually. '/:~';':' ./::~:~:::"~::~""

Risk Management - The 'prpPQs~g:.·s6Iution will require significant H 20 12 240
additional work as part of BOE'S:~~i$ting Risk Management Program.
Whereas, physical security controlsfor paper-based tax processing is
handled by other units in BOE, once the information is digitized,
security oversight becomes the responsibility of the BOE Information
Security Office. Risk Management is a perpetual activity and to meet
the minimum SAM Section 5305 requirements will require attention
each and every month. The work effort documented here is only for
this proposed solution.
Administrative - In addition to specific solution related activities H 40 12 480
listed above, the resource will need to perform baseline work related to
working in a team and office environment.

Total Hours per year 1,799

Position based on 1,800 hours 1.0
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Exhibit III
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Taxpayer Information Section Workload Detail

Part of the Return Processing Efficiencies Project is changing BOE's web-based downloadable
forms to require the taxpayer to input their account number and log in code prior to printing a
return or prepayment form. If no account number or log in code is provided, the taxpayer will not
be able to print a return or prepayment from the BOE's website. This will take place during the
same period when the Electronic Transition Plan is encouraging electronic filing and shutting off
3,500,000 paper returns and prepayment forms each year. As ta~paSi~rs become aware of the
newly designed forms, the volume of incoming calls to the Ta;xp~yer Information Section will
increase immediately. It is anticipated that there will be an a~~-iti9,nal 140,000 calls received
each year from taxpayers requesting a copy of a paper r~JYrniprep~yment or assistance with
obtaining the account number and log in code so they m.ay'piint thereturn/prepayment from the
BOE website. After two years, it is anticipated that th~<~~)lvolumewill dropto 35,000 additional
calls each year. .--::':./ "-"-":""'"

."'"

Position Requirements

Return Processing Efficie.n~cy Proj~f.t

fAx
~ ," "

TECHNICIAN If': /.I~

Worklo~d}?-:~~~i1 ..,- ~

./':.. ""

" '--

Time Measure 2Q09.-10 (P~r~~i)::':-:<--".,:. 2010-11 / 2011-2012 Ongoing
.,,,.':/,.-';-

'-',,' .... ,"
-.

~-,··/,tlrne p'er,:., Occurreri~/e~',}/
.,". ;' . ••J"'"

Total Occurrences Total Occurrences Total

?

Activity M ='M'i.#l1tes Occurrence.: Per Year "
"

"
Hours Per Year Hours Per Year Hours

Answering taxpayer phone M 9 3,$,OqO" -'5,250 140,000 21,000 35,000 5,250
inquiries and processing ~o~k

:
generated from phone 9~11~,

Tota_~ lIo~_rs per year 5,250 21,000 5,250

':"; .

Position b~sed ~n 1,800 hours per year ;2'.9 '1 i 1.7
,-~~r.

'~~j 2.9
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Exhibit III
Page 2 of 2

Overtime Requirements

Return Processing Efficiency Project

Overtime Workload Detail

Time Measure 2009·10 2010·11 Ongoing

H=Hours Time Per Occurrences Total Occurrences Total Occurrences Total

Classification Activity M=Minutes Occurrence Per Year Per Year Hours

BTCS Provide input during development H 3 4
Develop Training Material H 3 3
Train the Trainers H 1 2
Monitor/Evaluate Staff M 15 12 6 2

Total BTCS hours per year

BTR Training Call Center Staff M 15 4 1
Training New Staff M 15 4 1
Training for Remote Agents M 15 24 6

Total BTR hours per year

AGPA Update Electronic Reference H
Assist with Training Staff M 4
Assist with Training Remote Agents M 4

TotalAGPA

SSSI Hardware Installation H
0.0
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Exhibit IV
Page 1 of 1

Automated Payment Process & Web-Based Downloadable Forms Timeline
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FLNo.
DATE: February 4,2009

STATE OF CALIFORNIA
BUDGET CHANGE PROPOSAL--FISCAL DETAIL

STATE OPERATIONS
FISCAL YEAR 2009-10
(Dollars in Thousands)

PERSONNEL YEARS
CY BY BY+ 1 BY BY+ 1

TOTAL SALARIES AND WAGES_a! 3.0 $545
Salary Savings -.2 -25

NET TOTAL SALARIES AND WAGES 2.8 223 520
Staff Benefits_al 66 179

Distributed Administration_bl 183 194

TOTAL PERSONAL SERVICES $472 $893

OPERATING EXPENSE AND
General Expense $54 $105

Distributed 1l1""tIrY'Ur'\lC"tr~tlll'\n 46 49
Printing
Communications 60 14
Postage ,;," 0."

Travel--I n-S~~!~:~ij~W~' . ,;. 3 3
Travel--Out;CSli.'State .. 0

Trai n·1 ng ,-;;z~~.::.~...•·.·.·.T.:.:..•·f::.•.:.... 'l~?:o,
<5~fqiB~?~Sl~~ -h'_'~ 7 13

Faciliti es 0 peraIf~.[1~ :<:t.:;::~' 99 235
Consulting & Prof~~§.~~al se~~~s: Interdepartmental 600 1,200
Consulting & Profes~~iQhal ~~&Jces: External

~~~1~1~_;,,:J~~:;~-~~O
502

Department of Techn6IQ:~~,(~ervices
Data Processing '~fS:');; 669 160
Equipment
Other Items of Expense: (Specify Below)

_al See page 23 of 24 for itemized staff benefits and classification detail.

_bl Represents Distributed Administration costs resulting from this Bep. The Distributed Administration costs for existing BOE programs will reflect a

corresponding decrease which will be addressed in the Planning Estimate process.
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CY BY BY+ 1

TOTAL OPERATING EXPENSE AND EQUIPMENT $2,040 $1,779

TOTAL EXPENDITURES (State Operations) $2,512 $2,672

Source of Funds

General Fund (0001 ) $1,468 $1,417

Special Funds:
Breast Cancer Fund (0004) 2
State Emergency Telephone (0022) 4
Motor Vehicle Fuel Account (0061) 98
Occupational Lead Prevention Fund (0070) 4
Childhood Lead Poisoning Prevo Fund (0080) 2
Cig. and Tobacco Prod. Surtax Fund (0230) 32
Oil Spill Prevention and Admin. Fund (0320) 2
Integrated Waste Management (0387) >;~ 'c:-F~"'~:~~~'r?» 2
Underground Storage Tank Fund (0439) X1\~ 15
Energy Resources Programs Account (0465) 2
CA. Children and Families First Trust Funcj;(0623) 55
Federal Trust Fund ~:(Oe.~O)

> j?" .-.:l.r&

Timber Tax Fund .:>,i./ (0969) 10
':"49 '''il

Gas Consumption Surcharge .fTfnd (3015) 2
Water Rights Fund .:.~~.> (~Q~8)"-"> 2
Elec. Waste Recovery and Recycling.f\c~t~ (3065) 21
Cig. and Tobacco Prod. Compliance F~nF~

,; _';-'~':-~-_;c--.. ~, :' -~ ~': ~

(3067) 6
;---_:-'-'?=~"> .~~--

.' -:.: .r-, -.
.-,.;.:;

r~-:~p

Federal Funds ~l:1':~_>

Other Funds

Reimbursements (0995) $785 $1,255

Net Total Augmentation (Source of Funds) $2,512 $2,672
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DETAIL OF STAFF BENEFITS
AND PERSONAL SERVICES

CY BY BY+ 1
Staff Benefits Detail: (Whole Dollars)

OASDI $17,060 $39,780
Health Insurance 19,743 56,388
Retirement 28,226 80,616
Workers' Compensation 68 194
Industrial Disability Leave 119 339
Non-Industrial Disability Leave 86 245
Unemployment Insurance 25 73
Other 1,251

TOTAL $178,886

Positions Amount
Classification CY BY BY+ 1 CY BY BY+ 1

Administration Department

Human Resources Division

Labor Relations Analyst $29,112 $29,112
Associate Personnel Specialist 58,200 58,200

Information Security Office
Staff Info Systems Analyst 70,356 _bl 70,356 70,356

Taxpayer Information Section
Tax Technician II 34,908 _cl 17,454 69,81

Blanket Funds:"
Overti111~(V~~i0 us) .2) (1.0) 56,937 45,70
Temp6f~fYtielp 9.0 271,83

TOTAL SALARIESJAND WAGES ,~ .. 3.0 13.5 $232,059 $545,02

_a/ The salary is the mid-step of the salary range for the stated classification.

_bl Permanent positions effective July 1, 2009.

_c/2.0 permanent positions effective February 1, 2010.

_d/3-year LT positions effective July 1,2009.

_e/2-year PI positions effective July 1, 2010.
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DEPARTMENT: State Board of Equalization
FL No.
FISCAL YEAR 2009-10
DATE:

SUPPLEMENTAL INFORMATION
Dollars in Thousands

Current Budget Budget
Year Year Year + One

Proposed Equipment:

N/A

Total

Proposed Contracts:

Interagency Agreement EDD 1,100,000
Interagency Agreement CSUS, University Enterprises 100,000 100,000
Smart-Forms Development 303,000
EMC (workflow and retreival services) 193,800
Communications Installation 5,000
Professional Voice Recordings 100 100

$1,101,900 $1,200,100

One-Time Costs:

General Expenses 45,200 79,800
Communications (includes .n-::llrrI\A/~::.r.o, 54,300 6,700
Facility Relocation I-vr'\.onl~.o~ 42,000 75,600
Data Processing (includes 592,000 5,500

Total $733,500 $167,600

Future _~'.,.r'lJn~"

Total

Full-Year Cost Adjustments:

N/A

Total
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Fiscal Year 2009-10

New Special Taxing Jurisdictions

• This proposal requests funding to ensure that BOE has sufficient resources to effectively
administer the increased workload. Without the resources, the increased number of
Special Taxing Jurisdictions (STJs) implemented throughout the state will negatively
impact General Fund revenue generated by BOE in the amount of $5.5 million annually.

• By statute (Revenue and Taxation Code (RTC) §7272 and 7273), the STJs are required
to contract with the BOE for administration of district taxes for which they are charged a
fee that reimburses BOE its costs.

• The reimbursement to BOE is based on a formula provided in RTC §7273. However, the
reimbursement formula does not automatically.vfrom a budget perspective, provide
expenditure authorization needed to cover the costs generated by the increased
workload resulting from establishment of newSTJs by voters.

• In FY 2004-05, Board approved Sales and Use Tax Program workload model to calculate
the costs associated with new STJs implemented on and after July 2005. Based on this
model, all SUT positions are funded from both General Fund and Reimbursements,
including those from STJs.

• Positions directly involved in Local and Transaction tax functions have a higher
percentage of costs allocated from Reimbursements than from General Fund.

• Since FY 2005-06,thelaslblJdget augmentation for STJs,there have been an additional
52 STJs approved by the voters. This increased workload has strained BOE resources
to a breaking point.

• The estimated revenue generated by the 53 new STJs is $679.8 million which is
distributed to those respective STJs.

The following is a summary of the fiscal information:

FY 2010-11
Description FY 2009-10 and Onqoinq

Total Number of Permanent Positions 22.5 (New) 22.5 (New)
(21.4 PYs) (21.4 PYs)

Total Cost of Proposal $2,306,000 $1,931,000
Fund Source:

General Fund $570,000 $476,000
Reimbursements $1,736,000 $1,455,000

Revenue:
General Fund $5,500,000 $5,500,000
8TJs (Reimbursements) $679,800,000 $679,800,000
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DRAFT
STATE OF CALIFORNIA
BUDGET CHANGE PROPOSAL • COVER SHEET
FOR FISCAL YEAR 2009-10

DF-46 (WORD Version)(REV 07/06)
Please report dollars in thousands.
FL # X PRIORITY NO. ORG.CODE DEPARTMENT

0860
jg
~ State Board of Equalization

PROGRAM ELEMENT COMPONENT
30 Sales and Use Tax 30.20Processing Tax

Returns/3D.30 Auditing
Accounts/so.an Collecting
Taxes Receivable

TITLE OF PROPOSED CHANGE: New Special Taxing Jurisdictions

SUMMARY OF PROPOSED CHANGES
This proposal requests $2,306,000 ($570,000 General Fund and $1,736,000 Reimbursements) in FY 2009-1Qand $1,931,000
($476,000 General Fund and $1,455,000 Reimbursements) in FY 2010-11 and ongoing to permanently establish 22.5 positions
to ensure that BOE has sufficient resources to effectively and efficiently administer the increased workload to protect General
Fund revenues. If no augmentation is provided, the increased number of Special Taxing Jurisdictions implemented throughout
the state will negatively impact General Fund revenue generated by the BOE in the amount of $5.5 million annually.

REQUIRES CODE SECTION(S) TO BE BUDGET IMPACT-PROVIDE LIST AND MARK
LEGISLATION AMENDED/ADDED IF APPLICABLE

~ ONE-TIME COST o FUTURE
DYES SAVINGS
19-I NO 19-I FULL-YEAR COSTS [gI REVENUE

o FACILITIES/CAPITAL COSTS

PREPARED BY DATE REVIEWED BY DATE
2/XXJ09 2/XXlO9

Manager, Budget Change Unit Manager, Budget Section
REVIEWED BY DATE DIRECTOR DATE

2IXXI09 21XX109
Deputy Director, Administration Executive Director
DOES THIS BCP CONTAIN INFORMATION TECHNOLOGY (IT) COMPONENTS? YES 0 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 D OR SPR 0
IF PROPOSAL AFFECTS ANOTHER DEPARTMENT, DOES OTHER DEPARTMENT CONCUR WITH
PROPOSAL? N/A
DYES D NO ATTACH COMMENTS OF AFFECTED DEPARTMENT, SIGNED AND

DATED BY THE DEPARTMENT DIRECTOR OR DESIGNEE.

DEPARTMENT OF FINANCE ANALYST USE
(ADDITIONAL REVIEW)

CAPITAL OUTLAY D OTROS 0 FSCU D OSAE D CALSTARS 0
DATE SUBMITTED TO THE LEGISLATURE: PPBA:
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STATE BOARD OF EQUALIZATION

Sales and Use Tax Program

New Special Taxing Jurisdictions
Fiscal Year 2009-2010

A. Nature of Request

The continued increase in the number of Special Taxing Jurisdictions (STJs) throughout the state will
negatively impact General Fund revenue generated by the Board of Equalization (BOE) in the amount $5.5
million annually if additional resources are not provided.

By law, the STJs are required to contract with the BOE for administration of district taxes. The STJs are
charged fees by the BOE for administering their tax programs in accordance with Revenue and Taxation
Code sections 7272, Preparation Charges and 7273, Charges for Administering the Taxes. In turn, the
BOE has a statutory and contractual obligation to provide accurate administration of the district taxes. The
reimbursement provided to the BOE for the cost to administer the STJs is based on a formula provided in
section 7273. When additional STJs are approved, the formula dictates an increase in reimbursements to
the BOE. Section 7273 also provides a formula to determine how the Sales and Use Tax (SUT) Program
elements will funded. This formula identifies 4 SUT Program elements and establishes a percentage to be
used to allocate funding from the General Fund and reimbursements, including STJs. The percentages are
not fixed and will fluctuate based on actual revenue. The most current percentages are shown below.

SUT Program Element General Fund Reimbursements
Registration 73% 27%
Returns 47% 53%
Audit 69% 31%

Collection 730/0 27%

All the program elements include funding from both the General Fund and reimbursements. This is due to
the fact that all taxpayers are registered and file returns based on all the taxing jurisdictions, including
STJs, in which they will operate. All of SUT taxpayers must report taxes for state and local taxing
jurisdictions. A significant number of taxpayers must also report for one or multiple STJs, some may report
for all 115 STJs (See Exhibit 6).

However, the formulas do not automatically provide for additional resources to meet the increased
workload associated with the new STJs. To add resources, the BOE must request an augmentation to its
budget.

In FY 2004-05, BOE staff created a SUT Program workload costing model which identifies workloads
associated with new 8TJs (see Exhibit 2). The Board approved the use of the workload costing model to
predict the workload and costs associated with new STJs implemented on and after July 1, 2005.
Positions directly involved in Local and Transaction Tax functions could include workload from each
program element but would have a higher percentage of costs allocated from reimbursements than from
the General Fund. An increase in resources to administer the increasing STJs workload is required to
meet our obligations to the STJs and protect the General Fund revenue.

Effective July 1, 2009, the Board of Equalization (BOE) will be required to administer "district taxes" for 115
Special Taxing Jurisdictions (STJs). In Fiscal Year (FY) 2005-06, BOE received a budget augmentation for
resources to administer a total of 63 STJs. Since that time an additional 52 local jurisdictions that have
approved STJ's, 16 of which will begin by July 1, 2009. Three 5TJs expired during this timeframe, but the
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with each STJ has pushed BOE resources required to administer these programs to a breaking point.
Without additional funding to administer the 115 STJs, BOE will be forced to redirect revenue generating
staff from other areas to meet its statutory and contractual obligations to the STJs, thereby putting General
Fund revenues at risk.

This proposal requests $2,306,000 ($570,000 General Fund and $1,736,000 Reimbursements) in FY 2009­
10·and $1,931,000 ($476,000 General Fund and $1,455,000 Reimbursements) in FY 2010-11 and ongoing
to permanently establish 22.5 positions to ensure that BOE has sufficient-resources to effectively and
efficiently administer the increased workload to protect General Fund r(~~DUes. If no augmentation is
provided, the increased number of STJs implemented throughout the....~t~t¥\vill negatively impact General
Fund revenue generated by the BOE in the amount of $5.5 million ~'.9t!~~JJ9~;:.- '

A::;.~~~~;1??? ~<-~:~;"::;~~:2:».

<~~:,~,·:.:t,·~·;-::,·::~:> ~<::;:~;~~:~~~;: ~
-,~~- "-~>;-':;-~:'>;";.'-:>

General Fund Impact /~:::;:~>. '~;~~~{(~:::"

To protect current and future General Fund revenues, th~.~.~9E:··-is requesting f~f~6~vx positions in its Local
Revenue and Allocation Unit and 8.5 positions to b~.:;·:~~fiQ:cated to its field office$'~~f:~~;>The General Fund
revenue impact is shown below for each area if th~.)~:Q:E::"·is forced to redirect pos·iUQ:6~.>10 meet the STJ
requirements. ·<::·c;;;~::i~:~:?· < ,',', "';' • '."

,
.-

.
., -. ~

~::~~:~~s:~~~~>
;> ,- !' ~,--\-'-;,"'i'-.-

--Z">:"~;Y

Local Revenue and Allocation Unit - 14 PYs '/:'>~:<' ,~~

The average General fund revenue from field auditor = $2~f7l{)Qo>';'i'
Total annual General Fund loss (14 x $a47,:OJ)O) =$3.5 millidf)%~~~f~~~~~~',

'_~"',_),'~.-~~e.,::<,.0" h ~ ....~.." ~~ •__"., ':"'._" ::-~ . ,:~_'" ,,~"_,::- .• ~ ,.:- .,'"

Field Offices (See Exhibit 4) - 8.5 PYs ~~~~a~Mmj~i:i.:'x .;;;.:~:,
~:~~:~:::::~:~. ~- ~ ,~':-:;,~:,~;,~:~~~:>

-,
= »>~J ..

--;,~,>:-'/-~>,>"»><!","

B. Background/History
r," ,. " ;" ;'" :- ;. ;-.' -' -.. --~ - - :,';- ~ .. ~. :- : ~ ; - .'" ,. :- ,~' .< :>' ~"",' •..,. ;;",' ,,' ,-

In 1969, the Legislat~t~"~.~h~ctedlij~;>Transactf~~f:t§:~dUse Tax Law (§7251 et. seq.). Under this law,
voters can approv~,~.'_§·B~~c'ial taxes th~lj:l'ualify as b~!19t measures. These taxes are imposed as additional
sales taxes within~'t~'~~~,~pundariesot~§~P,~cified geogr~8b,icareas, districts, or "jurisdictions" or as hereinafter
referred to as "STJs~;~t~~;~.@J~neraIlYl.,·~b~'~'9I~~.p.~~the s~Im~:,.boundaries as a city or county. The tax rate for
STJs currently varies (ronrp.. 1Q,,··p~tc~hftO'~jjQ·P~r.9~,~t'f(cities and counties can have multiple STJs) and is
in additiqrtt9:,:ttt~~.~?C:~sting 1~g§%':"statewide sales·{a'~""pfogram .

.,>,:.;~::~:~,,:,:::;:;>?~,;::>.::;.~'~~:~'" ' "<::.',;',,:',;;, .. ''"

Th~;~afpBse of th::l~a~!tic;>nal";6j.~r,.~pproved taxes in these 52 STJs is to fund critical local health, safety,
inff~,~friJcture, and educ~Ii9p. Thi3'prp,i;>lem BOE faces is the increased accumulation of STJ workload, and
iffs.>§~,klsing backlogs wHI~ti":Jesult'hl\~,Q~being unable to provide an acceptable level of service to the
ST JsI:t;~:~:~[~:::. '~~:~~:':::~< "'-'-:,

By law, th~'i'§:JJs are requir~~~:to contract with BGE for administration of district taxes. The STJs are
charged fees'~y;~OE for a<;fldlqlstering their tax programs in accordance with Revenue and Taxation Code
§7273, Charge·s-:tqtf.dmj!J1$.f~rfngthe Taxes. In turn, the BOE has a statutory and contractual obligation to
provide accurate'":>~~minJ~lration of the district taxes. Revenue and Taxation Code §7270, Required
Contract with the Bb~(~·§tates, in relevant part, as follows:

(a) Prior to the operative date of any ordinance imposing a transactions and use tax pursuant to this
part, the district shall contract with the board to perform all functions incident to the administration and
operation of the ordinance. If the district has not contracted with the board prior to the operative date of its
ordinance, it shall nevertheless so contract and, in that case, the operative date shall be the first day of the
first calendar quarler following the execution of the contract.
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(b) The contract shall contain a provision that the district shall reimburse the board for and hold the
board harmless from any and all costs, losses, or refunds of any kind whatsoever.

All SUT taxpayers are registered and file returns based on all the taxing jurisdictions, including STJs, in
which they will operate. All of SUT taxpayers must report taxes for state and local taxing jurisdictions. A
significant number of SUT taxpayers 'must also report for one or multiple STJs, some may report for all 115
STJs. The 52 new STJs generate additional workload due to the additional complexity of the tax return.
This increased workload occurs during critical timeframes and jeopardizes t,iOJ.~ly payments to the STJs. As
a result of adding 52 lines to the tax return, workload will be impacted in,~q~L~Jlowingways:

"'~~ ~'~~.;:~~~':~~~~"'-

• Taxpayers will make more posting errors, such as entering th~}t~~>~'rnount on the wrong line. This
requires a follow-up investigation by Local Revenue Aliocaticiii:'VnlfJ~RAU) staff as well as on-line
adjustments to correct these errors and issue notifications, wh~.te"applic~J~rt3~,

• Taxpayers will require additional assistance to respl.'"~ q-uestions feg~~qing completion and/or
correction of returns and schedules due to the increas~4"c9mplexity. :'::J:}>:.

• BOE staff will require more time to complete field a~¢lti;'resulting in fewer audttscompieted with a loss
to the General Fund in foregone audit revenue.. ,?~:,~:,;:;:.' -":':",

• BOE staff will require more time to process the rhcf~ase in the number of petitions and'appeals filed by
local jurisdictions disputing distribution amounts.. '.. ". :', ~ ..• ': ~/>.-' ' -

• BOE staff will require more time to process billings ana "cqllectYQge'rreported district taxes.
:<>:::':p., >?:;<:/

Currently, staff identifies assignments involyi.r.1Q redistributidh'.of',STJ taxes based on thresholds ranging
from $100 to $2)000, depending on the$l~e::qfJh~~ STJ. This'rE3~,~lts in inequities in the dollar level of
assignments for large, medium, and smallS'IJs?A,$T~,havinga majority of smaller taxpayers will receive
a disproportionate level of service for the adnj~:nistratlveJ~~~,Raid. .:

This proposal will also pro'~qt$§,?pillion in G~n~[al F~p~feV~nlJ~ff9:p110SS.

Without the requesteQ:'Je.~Ources,BO~~: must redf~~~f~staffat an estimated cost of over $3.5 million (14.0
positions x $247,pO'glyear) in lostfevenues to':Jo~ state General Fund due to unbilled audits and
uncollected billing's/:Many returns wUC60t be revieweg:,py LRAU staff because of increased thresholds and
increased backlogs whi9hwilileaq,'-"1~.HY,§I~~,:~ottog~t,!heir fair share of revenue.

'--"",'" ... -

As noted.rthereturns that'woqJd 'not be review~ci./~-U(:fited due to increases in threshold levels generally
have. ~":gr~ater· impact.on thesmaller and mediumsized STJs. This results in a higher ratio of errors for
th~$~-$.TJs. Staff'sh6~r(:tbeworki'hg assignments for the smaller STJs in an effort to provide the services
Ggmrn's'nsurate with thel(~qministfa.tiY~ fees. Because of the disproportionate levels of compliance action
whfcH~.re accentuated b)/th~Jhresh61(;fi.n_creases, taxpayers would not be provided with fair and consistent
adminlstration of the Transactions and Use Tax Laws and regulations. This is contrary to the BOE's stated
goal to"lnterP:,~tand apply taxand fee laws correctly, consistently and fairly."

Increasing thenumber erstJs results in more complex Sales and Use Tax Returns. The increased
complexity causesfield ~liditand compliance staff expend more time working with taxpayers to complete
or audit these retums.vTheadditional time spent related to the new STJS takes time away from normal
audit and collection wQr~Cnegatively impacting General Fund revenue. Without additional resources to the
field staff, the estimated loss to the General Fund would be approximately $2 million.
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C. State Level Considerations

Strategic Plan Conformity:

This proposal is consistent with the BOE's mission to serve the public through fair, effective, and efficient
tax administration. Specifically, this proposal allows the BOE to:

• Protect the revenue base of the SUT program. ;.::"" .. r,

• Respond quickly and effectively to new tax and fee programs and ch~fl9'~§rn existing programs.
• Be fair and objective in our treatment of all taxpayers and consistelJt~f6'·91.J'r administration of the law.
• Be persistent in promoting and encouraging voluntary complian9~rw-,f6I}lJe tax laws.
• Provide services and work products of the highest quality...:,/.~'·.~'.,.. '~'~':"::':"~"

• Provide convenient, timely access to accurate informatiorlwlili~:~t'ensuring~'jh~continued integrity of our
operations and confidentiality of taxpayer information. .{(:~{(J~::~~~:';~':'<;~::~~'~~~:~:~.,

..};~:~::(:~/:~" . "':?;~::~:~::~~~;,?

As previously noted, BOE is mandated to administ~,(~JE~·i·:STJ taxes. Therefore~:~~l~§ources are being
requested to ensure revenues generated by theJl~WSTJs are collected and distrft:>9l~~d appropriately
without redirecting other revenue generating positidrl~Jr~,m GeneralJ5q~og supporting oper$tl9ps.

,:-~:' ..:. : ~

D. Justification and Analysis of All Feaslble Alternatives·<::<{:<:.~<:>
/.".'.'.'.... "'//.--... -,-

Alternative 1 - Provide permanent funcHn-~ft~fjmplementanCl;~~m,inister
~_:-,";'._-;";_C',.;';- - ;A_:' "'~.~ ;',:0-...

the new STJs.
'_P,?' :' • ,., ;- ",,". ~ 4-::'--'- ,

~c ;, '.. _,;.,/ .,''''~:

~: " : ,-;.. '- ," ;',;- :', -' ~, :' ,- ;: ,-,. ", " ;- ,- .. ,~

The cost of this alternative is $2,306,000 fgF"g~.5P'6sIH~n~~J::Jb,ema}c:rtitY}?f which will be from reimbursed
funds. The new district taxesare expected fc{g~nerat~.·~J):pf9~i.I]~1ely$679.8million in revenue per fiscal
year for their STJs for wbi§H!.;~:9"~>~has a statUtQry,/~flg-:'contfactY~I~'pbligation to administer. Under this
alternative, BOE requ~§f~;'~'dg'fn~nt~~J9n to sucf~~-$f~ffly and effectlve'ly implement and administer the new
STJs. This proposaJ.::Wlil/afso protecf:$~~5 miliion'l6'J~:eneral

... >.~,--~,,,--,- -- ....,-'.~-y ,--,,",,'~

Fund revenue from loss.
<:-"j-'-<~--;

The resources Wilf~W[~,BOE to cQI]~tUe to providJ;Wign quality service to taxpayers while protecting each
STJ's revenue base·.·:;~:=:R~gistrati..?g~~RfJ~~p~y~~~.>~nd·-·;p~~gcessing of tax returns and payments are directly
related to~9t.Js StrateglR~'~R.I@6;{g:oaisJ::·Maxlmf~~:>YJ?JJJnt'ary Compliance in aGE's Programs and Improve
the EffiQi~n9Y.-§t".l?!Qg's Tax:~f;f?fFee Programs'~--;Voiuhtary compliance is an essential element of effective
tax q,dmiftistfatfa:n··B~~-Cll.lse if'l$ltle most cost effective means of collecting taxes. This is consistent with
BQ~~i~>'tommitment"lB'<rn,Rrovetl~xp~yer knowledge of the legal requirements for doing business in the
S(~l~';,pf California. "'c<:~~:,:~~~:~t;,~_ "':~"~~~'_;::~":~~<'"

The' f6tI9,WJ~9 table summ=~:H~~s BOE{::"fksources required to implement and administer the new STJs.
AlternatKi~~~:'.4 will result in 'c~::fJeduction of General Fund revenues as revenue producing field staff is
redirected'lcC~9J:ninister distdR'tJaxes, which would be necessary to continue providing an acceptable level

of service to fH~,'~Iis. /;;~~i::::~~;;:

Summary of Tot~tp~t~~~ri~:1 Services Request:
~~~~~~:::::~~~:'~~:;~}~

Division/Section/UnitiPosition Positions Overtime Hours

Local Revenue Allocation Unit (Exhibit 2 &3)
Tax Technician III 5.0 540
Tax Auditor 2.5 320
Associate Tax Auditor 5.5
Business Taxes Specialist I 1.0
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Field Offices (Exhibit 4)
Associate Tax Auditor (in-state) 3.5
Associate Tax Auditor (out-at-state) 1.0
Business Tax Representative 4.0

Total Requested 22.5 860

Pros:
"

• Protects General Fund revenue loss at$5.5 million. ,'X >..<?

• Enables staff to fulfill statutory and contractual obligations to,.. prqv,q~ service to the S·TJs without
redirecting revenue staff which generates revenue for the GeQ~t~.tFuiidI·:>_

• Ensures the efficient collection of $679.8 million annually.. ":):" ....
• Maintains the current level of review, compliance, and av4rlpresence. ,.-._.
• Costs would be partially offset by administrative fees pa"tcfby' the new STJs. "'. "
• Provides the resources needed for return proces,~f(\g:'corrections and bitling 's'~hed.uled accounts for

unreported or under reported amounts. . :~;:.:'.:)." ..

• Provides resources to ensure each STJ receive~:~H¥rnoney to whJ9h~hey are legally entitled.

Cons:
• Requires additional resources with associated costs. . ' .

--". ,.,,'."-','-,.,. .",'-,' .,--

Alternative 2 - Implement the new STj's'<""ith9"U~:~~udget augm~ntation.
~ :' ,- - ". ,- " .

Under this alternative, BOE would redirect thtg\vorkloa'd'a~~,~9ci~tedwithC'aHSTJs from existing revenue
generating positions. ' :,'>:::" ,,'..... '.'. . >.

. ' .. .. ~:

Pros: ..' ...•.. ':'.:,
• Does not requirsabudqet auqmentation.

Cons: ....,':..?'·,,".

• Over $5.5 million Inl()st, rev~l1ues"t6-:the"stC3te:C3ene'r,fil'Fund because of unbilted audits and uncollected
billing§d~~S9shift of fiel~p~~.iti6ritohandl~it1srt3~s~dSTJ workload.

• Diminishesth~fcurrent ieveiOf review, compliance and billing of return underpayments.
.§I~:·Xefurn di's8rep:~_n9ies O'r--.r~~~Jlocation requests would be handled on a higher threshold level due to

.. inc'reasing workload.:":'>;> ... :••... >

• Program effectivenessand accuracyof STJ revenue allocation and cost assessments are jeopardized.
• lncrease in the number ottaxpayererrcre on tax schedules prepared by taxpayers that are not detected

by :sf~ff...which adverselyimpact revenues due STJs in current and future periods. This promotes
inequitiesbetween small~h~ large taxpayers due to the inconsistent enforcement.

• Results lnd~.I~yed or improper allocation of revenues to STJs.
• Level of serviceis adversely impacted. The STJs will not receive the quality of service commensurate

with the administr'ativefees paid.
• Increases backlogs: because consultant-identified adjustments must be processed on a priority basis.
• Encourages expanded use of outside consultants to correct misallocations. Since the consultants

charge a fee (up to 25°A> of the amount redistributed), this reduces the net revenue to the STJs and
negatively reflects on the Board's ability to carry out mandated workloads.

• Could impact services and staffing by local police and fire departments thus unable to protect the
public.

• Could impact services and staff to assist patients and handling emergencies at hospitals.
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• Could result in increased traffic, delays or abandon of developing infrastructure for public
transportation, increased demand for repairs to public transportation.

• Could result in a reduction in staffing, less frequency of transportation routes, delays for public arriving
at their destination, increase in traffic, etc.

• Could result in a reduction in hours/days for public libraries limiting public access.
• Could result in reduction in the use of mass transit and favors the use of private automobiles.

E. Facility/Capital Outlay Considerations

BGE is currently completing a "Restacking Consistency Plan" for BQ~~;~'_-H'~~dquarter building. This plan
will allow BGE to address current optimum occupancy issues, ali.g:6J?tog'fa6il~!1ctions/activities, identify
additional offsite lease space, and to allow for growth. HowevE?r':=:t9l-the fiefa~Q.fftge staff, there appears to
be sufficient space to accommodate the new staff. If any aqgitIgfla'i facility issU~§f"~,~ise, it will be resolved
by reconfiguration of office space and use of "hoteling" o(,~jJ:a}j(staff as needed. '.<{:'::~;~:~:'::>_.

,,-' .,' ,( ..' ~"~..~. ~,'-~" .~..:"'" '-.,' ,'.':-

/~~<~{:~'~;:~~?; "Y'> <- s.

:,_/~~..
•' " _,.w ~:-::---;.

F. Outcomes and Accountability
,;,0";," ~.~

This proposal will enable BOE to carry out its statutoryni~~Og~tE?.~9~:f~i(1-ely collect and distribute revenues to
the newly approved STJs. Staff will ensure district taxes'~t~i~.'~ccurately distributed to the new STJs in
compliance with the Transaction and U~~~-~.:T~_~.,~aw, the locarJYlJ~.~ictions Ordinance and the Contract for
Administration. The revenue associated-Witt,l-fb.~~hI,dits, compliai19~:,assessments and re-distributions will
be reported to the STJs quarterly and is -slrbjectt(tJh~tLreview a'n'a_,~~9it verification by external Certified
Public Accountants.'<·:·':·/· "-.::'.'.>.: <'~./, .... ,.~".,.

The number of district taxlo"'·~~tigatjpns assigA·~~~.aqq:§Qffi·pietea·J%.-.qQcumentedinmanagerial reports and
STJs are notified of tR~·~.fesults::/pJ~pute res'6t~ti_96~~~"procedures:-:'~liow STJs to appeal staff decisions,
including a Board M~ni~~fhearing, ·I(h~.cessary. »}·.··-f~.\·/

~:.(>:~~~'_:/_:-/~ . ~:;:::»: ~::::i',_:-__1'7

Quarterly reViews<bf>~~l?ignments 9.Q~-fheir status ·a:~E%.~onducted by management personnel to ensure a
focused and consiste:nJ~,'~tfort. ~r9~fiP~.gi§~riR~~ion~~1()·';:~TJs are compared quarterly to prior periods to
identify fluctyati?ns and,:-.~W.b,~n,'a'pprop'r1ate,:.~'f~:·:9.~.~.igHe·dto staff for possible re-assessments and/or re­
distributl9D~i;·Jri...~-~9,9j~ion, S'<?g·:·Wlii compare prio-r':a-~Hlts against those completed beginning July 1, 2009.
Stati~t.i9_~1_rep6fts:\~H(,,9,~furnlsh~g.:,to BOE management, STJs and/or their consultants identifying revenue
detall'arid

'-_;'~:-"~:->;,i'~;'>.;':,'~ ;<
summarized

.• ;" :'
results

,.,' ::-_:- ;- s- .
fe)'reach

;- .' - ,-. r- " " J
of the 52 new STJs.

, ;_.,: -:'; "j ~~,:,.;-.:"~~. ''-J' •
~; -_:'" r-

~.- .. -

G. Ti~~table

The SOE(PI.9POSeS that the._t~-90mmended alternative be effective July 1, 2009. Prescreening and non­
cornmltrnentJnterviews of P9l~'ntial candidates will begin prior to the fiscal year in order to gain the
immediate be6:~,f,it,of the iD,9f~~sed staff with the approval of the new funding. Training of new staff will
begin immediatei9J-rotii ,~.~96-oreaches fully trained journey level status.

-~..':. ~;

>':;-.>:.--;~,:/~< .

The chart below provides a projected timeline to implement this proposal:

July 2009 - June 2010 July 2010 - June 2011

• Get infrastructure in place (PC's, phones, • Continue integration of permanent staff.
printers, cubicles, etc) for staff. • Ensure staff is receiving adequate training

• Hire personnel effective July 1, 2009. and exposure to move challenging

• Train newly hired staff. assignments as they gain experience.
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• Begin integration of newly hired staff with • Monitor progress and issue reviews on
existing staff and training workload and performance results.
issue probationary reports.

• Assign workload commensurate with staff
level and experience, and continue
performance review process.

H. Recommendation

Alternative 1 is recommended. This alternative allows BOE to m~efi-ts statutory and contractual obligation
to efficiently administer the mandated provisions of the Transactioriand Us~,:T~x Law, and to administer
the newly enacted STJs, and the ordinances as required byJ()~af Jegislation:oarlq:.lo perform the fiduciary
duties required under the Contract for Administration whileo:pt§tecting the BOE'sreVE3.Q~es.

I. Fiscal Detail ~. ;.~~;'"
.... ', " ~:' a'~ ,..,

See attached 'Fiscal Detail".
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EXHIBIT 1
Page 1 of2

The NewSTJs
Tax Estimated
Rate Revenue

($millions)
Effective October 1, 2005

1. City of Ukiah Transactions and Use Tax 0.50% $1.8

Effective April 1, 2006
2. City of Scotts Valley Transactions and Use Tax 0.8
3. City of Dinuba Police & Fire Transactions and Use Tax 1.3
4. City of San Rafael Transactions and Use Tax 7.0
5. City of Salinas Transactions and Use Tax 9.5
6. City of Merced Transactions and Use Tax 5.3
7·. City of Porterville Public Safety Transactions 2.1
8. City of Tulare Transactions and Use Tax 2.7

Effective July 1, 2006
9. City of Laguna Beach Transactions and Use Tax 0.50% 2.0

Effective October 1, 2006.,.:><c~.>/:;'>.". ,_
10.City of National City Transactions andV~e'fa~/ 0.50% 13.1

~ .' .- ,

·Eftectlve April 1, 2007 '«<';:. "'::>?;.'~;'<;:~<:'
7,-

...
11. City of Williams Transactions-and Use Ta~{'~; ..... ;,~~:;/.<.\ ..~:..;:.<..;.: 0.50% 0.2
12. City of Pinole Tran~~9tf9Hs"an'~';~seTax <_·::::~:_:;:_:'i:'."'-" '.:.r,..,r:. '. 0.50% 1.2
13. City of InglewooQ,.Vilal'City Se'nt!~~s Transac~)QDs' and Use Tax 0.50% 3.7
14. City of Del R~yJ~>-~ks Transactlonsand Use T~:~') 1.00% 0.2
15. City of Nevada,:.C'jty Street Impr.Q\/~fnentTransactions and Use Tax 0.50% 0.5
16. City of Manteccfp'~JQHc Safety·::rr~Yl~.~~q~iQ_ns and l.j~~ '.Tax 0.50% 2.7
17. City of Arroyo Gran~~',Iran§·~·~t'6r"s':ab,a.-9,~·~.::T~~·,<} 0.50% 1.2
18. Cit~l;.9f_.§·~n:/b4J~ Obis:P9J:?:§~ential Servlces'-~T-r~Ds'actions and Use Tax 0.50% 4.5
19.9j,~Y3?J-GfovetJ~,~.~~hTrao.~~~.9tionsand Use Tax 0.50% 0.4
20'{C;;Jt~(6fMorro Baytrr9nsacH9:n~.~ndUse Tax 0.50% 0.5
<~I:;:>clty of Watsonvillejtr~JJsactl'6b~~'gnd Use Tax 0.250/0 1.1
2'2'J~',tity of San Bernardlnq·~transacfion~and Use Tax 0.25% 5.6
23'~~C-~tY:QfVista Transactib.Ji~~.andUSE{Tax 0.50% 4.6
24. Tul~l~:::9ounty Transportation Authority 0.50% 16.8

Effective April-1,:~QQ8 x «::.,.<
25. City of Selm,~~·."I[ans~.9~)9~6s and Use Tax 0.50% 1.8
26. City of Delanotrr~ris~ctions and Use Tax 1.00% 3.2
27. City of Hollistel-''ti~ps'actions and Use Tax 1.00% 3.6
28. City of Ceres Transactions and Use Tax 0.500/0 2.3
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EXHIBIT 1
Page 2 of 2

Tax Estimated
Rate Revenue

($millions)

Effective July 1, 2008
29. City of EI Cerrito Street Improvements Transactions and Use Tax 0.50 0k 1.6
30. City of Reedley Public Safety Transactions and Use Tax a.500k 0.7
31. City of Sanger Public Safety Transactions and Use Tax 0.75°k 1.3
32. City of Seaside Transactions and Use Tax 1.00% 3.2

Effective October 1, 2008 ,,.'
33. City of South Gate Transactions and Use Tax .. ,',>/" ».>:·<·1 .00% 6.8
34. City of Mammoth Lakes Parks, Recreation and TrqH$tfans &Use Tax ..·(j.~99% 1.0
35. City of Pacific Grove Transactions and Use Tax·,:,~<--}?" 1~Q'O% 1.4
36. City of Pismo Beach Transactions and Use Tax. -'... 0.50%··~:> .: 1.1

Approved in November 2008 Election
37. City of Port Hueneme Transactions and Use Tax 0.50% 0.4
38. City of Trinidad Transactions and UseTax 0.75% 0.1
39. City of Arcata Transactions and USE(:t~)( c' 0.75°k 1.0
40. City of Campbell Transactions and Use.,Tax" ',' 0.25% 2.3
41. City of EI Cajon Transactions and UseTa)i( 0.50% 10.2
42. City of EI Monte Transactions and Use T8,x.. 0.50% 4.3
43. City of Eureka Transaotiorisand Use Tax·./<~:" 0.25°,/c) 2.0
44. City of Arvin Trans~~ti9.f1s'arl(iJW~_eTax . '~.,. 1.00% 0.7
45. City of Galt Transactions and O"sefTax 0.50% 0.7
46. City of La HabraTranaactlcns arid Use Tax 0.50% 4.5
47. City of La Me~s~ffransactions anc:iJJse Tax 0.75% 6.8
48. City of Oxnard Transactlons and lJs~T.ax 0.500/0 9.9
49. Amador County TransactionsaridUseTax: 0.50% 2.0
50. SOlJorna/M~rjn CountY,.Transactions and Use fax> 0.25% 28.4
51. ~9~,·Ange'ies>¢qlJ.nty Tr~n$actions and Use Tax/ 0.50% 487.5
52~.Pi86'Rivera Transactions and Use Tax 1.00% 2.2

Total $679.8
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EXHIBIT 2
Page 1 of 3

STJ WORKLOAD MODEL

Local Revenue Allocation Unit (LRAU) ~(,~:::~,:?~.~'Y' .:,\;~;~~~:::::.

LRAU staff provides the primary assistance for new STJs vxl~t{~~Jhe' administratl6H:~~~Qf the SUT Program by
provid ing. .<.~::i~:;::~:~'::·::·· ."~';!::':;:'~:::>::;~..

• Rev~nue projection and collection information by;~i~~;d~t (advances, amount~~Of~P9rted, statements,
differences with local tax analysis, etc.) .. :~~:~~~;~:~~~::~:~<c/ . '>:~=;=:~:{::;,

• Basis for fluctuations in STJ distributions by indust~'it¥R~ or account.:.
• Necessary corrections of taxpayer errors in reporting'--:,,:~;,~'~2~>;,;~:'" .7:>·:<······

• Billing for unreported or understated taxes, and/"~><~:>i' "~:':'-~'

•
.' - .:- .:' ...~..~~;'..\ .."'~:'_."~;

Appeals process for STJs to dispute alJy·.:,c;ti$crepancies
"l~,\..~-~,.~: }" .::",;:",':":,,":,-;';:"'-

Return Processing, Pre Unload ?/~:':.. .....~>.' ..," :;, '~~._::,

Staff is required to process the Schedule A on -r~t~rns tHafRt~~yi9JJSly dia'q'qtr~quire one, A significant portion
of this work is ongoing as certain taxpayers oft~rt ignor~_J\eV,,"':gistric;ts vf.il1:eh they file their own, computer
generated, tax returns. Tax PI~J?:~f~~J~Jrover add~\{g:;;t~.~~J.~tt)'61e·m~';a~~_9,g~~ the sheer complexity of completing
return schedules with multiQr~.'lie\l\l alst(l~t~. Include-ajJ]JfHs~element is:";>~:'
• Processing the sc~~~~Wl~~'" "<;>:,::,::,' :~:.;,;:,;~:::"

• Identifying out-oM?:~)~f1ce errors:O;•.,<.•..•.
• Identifying incorr~btIY,J~?mpleted~'6~,,~i~sing sched~t~~
• Evaluating revenues~··~:n,9. ma:~i"fJg'/~qff~c~i()p~, prici:r>t9 distribution to ensure accuracy of district tax

distribut~g.n§i :, ..' ,. <".~.>::~, .~",""" '-- ....-, -.' "..~' .:-,.,', -::;-,:,:~>,~-:'_~~. ,'"

The iSSu~)~'_f~Rh~t::·:6~mpJJ~ated:~Y:Jh.e short, one-month' timeframe to process returns and distribute revenues
accura,1.y(g:.~h8 timely. ');" .';,. ../~:;:

Identiij¢~tiqgof Reporting ;J;~~;tosttJ~l%~g
This ele~(~61l~qUireS LRAU ~t~fbto work~dditional unresolved errors, those not detected initially due to the
limited time,jf~~m~ during return ·~:~f9.cessing and "Arbitrary" returns from return processing. LRAU can identify
errors consistfn~'Y,8f~,transpositi9ttt;I@rrors between multiple districts, failure to report district taxes for sales
locations (districft~¥~~,do notUt;fWith local taxes where applicable) and under reporting.

In the initial start up·6r~:9.t~~§fj~·i;,ore errors occur due to:

• The large number~gf~f{~~ districts
• Confusion for many taxpayers, especially out-of-state sellers, and
• The complexity of the added city districts limiting the tax rate increase to a portion of a county
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EXHIBIT 2
Page 2 of 3

Tax Auditor (File Review) 885,927 entries/' 4,730,680 (entries per PY) = 0.2 PY
Tax Auditor (Taxpayer Contact) 885,927 entries! 4,730,680 (entries per PY) = O.2PY
Tax Auditor (Processing Returns) 885,927 entriesl 2,365,340 (entries per PY) = 0.4PY
Tax Auditor (Adjustment I Approval) 885,927 entries! 3,153,786 (entries per PY) = O.3PY
Tax Auditor (Notifications) 885,927 entriesl 4,730,680 (entries per PY) = 0.2PY
Tax Auditor (Associated Functions) 885,927 entriesl 4,730,680 (entries per PY) = 0.2 PY

~9-~~d'ed Total -----1.5 PY
Tax Auditor (Start Up and On Going 1.2 PY
Transitional) Ib

Total ------2.7PY
Total Tax Auditor Required 2.5 PY
Overtime Hours (Balance of 0.2 PYs) 320 Hours

- ......--
.

----.-
~ . . - , .. " .

Associate Tax Auditor (File Review) 885 ,927 entries/. <:<2::365,340 (entries p~Fpy>,;:= 0.4 PY
Associate Tax Auditor (Taxpayer Contact) 885 ,927 entri,?~( ',," 2,365,340 (entries per PY}"5' ~ 0.4 PY
Associate Tax Auditor (Processing Returns) 885,927 ent((e!)f:;;:.:-· 1,182 ,670 (entries per PYj;¥~:/>~" 0.7 PY
Associate Tax Auditor (Adjustment I 885,927 e.n.fff~.~i' 1,576,893 (entries per PY) =-",~;:'.;?;:<:: 0.6 PY
Approval) », ... -" -:: . '~~

Associate Tax Auditor (Notifications) py885,927 ~htri~sl 2,36q,~9~_(entriesper PY) = ~·,.:·O.4

Associate Tax Auditor (Associated 885 ,927 entrie~t~", 2,3,~~.,~p'{entries per PY) = . 0.4PV
Functions)

Rounded Total 2.9PY
Associate Tax Auditor (Start Up and On Going 2.6PY
Transitional) Ib
Total Associate Tax Auditor Required Total 5.5 PY

.. ,~ . ~

Tax Technician III (Iris System Check) , 885,927 entrie$i<;~':" 1,337,151 (entries per PY) = O.7PV
Tax Technician III (Processing Returns) 8,8'5,~27 entri~r:::'" ,·,·'S(58,576 (entries per PY) = 1.3 PY
Tax Technician III (Edits questiorlEiqbiS~t>, 88$:J}~7 entr.i~~r-' 1,33t,~fi1.:.(entries per PY) = O.7PV

_:-~-..:. .'/. Rounded Total ------2.7 PY
Tax Technician III (BackI99'~Q~rongoing)' 1.0 PY
Tax Technician III (StartUpand On Going 1.6 PY
Transitional) !b . : .:", .

Total ------5.3 PY
Total Tax Technician III Required 5.0 PY
Overtime Hours (Balanceot'Q'.>3 fYs) , 540 Hours

Busines~taj~~sped~lj~tl (Adva6ce?:~:>., 1.0 PY
Pr()¢~_~~f/a

1. IIEOtQer."
Rounded Total 1.0 PY

refers to line entries on>SC:~'13<:fUle A C6ri1P4ta.tion Schedule for District Tax
: .,-.- •.- .. '; _ .... '

aJThe incf~a~e in the number of new distric;;ts (52) that have already been approved by the voters, resulted in (96) active jurisdictions and (18)
terminated julisqjctions still receiving payments which will require a position devoted to preparing and making advances as well as responding
to districts blidgetipg questions. In ordertoprepare and maintain the schedule of advance payments for active and discontinued districts as
required by law~n~t complete the analysis,i of distributions, the Local Revenue Allocation Unit is requesting a Business Taxes Specialist I
position. The current Advance Desk ~taffii'''g level is a Business Taxes Specialist I for the 746 jurisdictions, of which 114 are STJs that take
other staff members (Associate TaxALJct'i{o'rs) time to assist in the projection of the advance estimates, resulting in workload backlogs to the
Associate Tax Auditors.' ' .,

Prior to the second quarter 0(20()S, the Local Revenue Allocation Unit was responsible for administration of 40 STJs. Between the 2nd Qtr
2005 and the 4th Qtr 2008, 73 new STJs have been added. In addition, 12 districts were discontinued. However, because we are required by
law to provide advances to discontinued STJs that can last up to ten years after the district tax is discontinued the advance workload is
impacted. The discontinued district's advance workload stems from returns filed late, amended returns and audit activities. The number of
discontinued districts (12) will continue to grow due to the project oriented nature of many of these districts, however, advance estimates
become more challenging since there are no comparable prior like periods to use as a guide due to the declining nature of the revenues and
each districts revenue profile is different.

bl The design of the model was limited to districts with a maximum size of 200,000 permits. In order to obtain data for the Los Angeles
District, with its approximately 350,000 permits, an extension of the model using the actual number of permits was necessary. Using the
extended version of the model generated the following estimates of the positions required by the Local Revenue Allocation Unit
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EXHIBI
Page 1

STJ WORKLOAD MODEL
Extension for Los Angeles County District

The design of the model was limited to districts with a maximum size of 200,000 permits. In order to obtain
data for the Los Angeles District, with its approximately 350,000 permits, an extension of the model using
the actual number of permits was necessary. Using the extended version ot.the model generated the
following estimates of the positions

.,
required by the Local Revenue Allocation V~6ltf:'

~r:~~~:~~~:: .%;:::@:[~~!~!~ji~~~>.
The permanent positions are for district tax workload (start-uPSJ6j:t.~~~oing) o;~~ff,th~11 return processing.
In the periods since 2nd Qtr 2005, there has been a sharp i>a.9t~?s·e in the number:~::qf.~.fil~tricts imposing a
transactions and use tax. Many of these district taxes ~J~:~~~nacted to provide fundin:g";IQI repayment of
bond measures for the subject projects. As the project~;':~l~>':;completed and the bonds rel~'~~igLdistricts are
discontinued or replaced by new districts for new prOJ~9~$. During th~··construction o(lh~.rnodel, no
consideration was given to the on going workload assocf~~~g.,with t~~~K1r1~rof payments andtransitioninq
from one district to another. In many cases these transitions·t~~,~ltJfCijJ·ls·allocation and under reporting of
district and local tax in the same manner that they do during·:f6~.·~~t~ff up phase. Due to the continuous
cycle of start up and shut down, the workIQ·~~.~.~~~ociated with::·tb~~.~ functions has been ongoing. The
model was initially designed in part for work(Q~~a~'~~~'§gf!ated with dlslff~t tax shortages identified with over
the counter sales and redistribution investigaf(?tl$'-·'··:::Syp§~~g.y~nt anafy:sJ:§\~nd experience has disclosed a
significant increase in the workload identified witQ.::put-cif~·st.~t~,,§J?llers re'p:Q~~lqg to countywide pools where
district taxes were under reporte~,.;;:·:::~i:c:;;;;,:*;t:n,;,;~;?:?,<;.'.. ''';.'

The Local Revenue AllocatiRn';O~Wfj'g~:~~perience:a~~~ftt3~'~1 workl~~a;:~~ the result of duties that were
not accounted for in the of'the~ST

·~»~~~~>:c:-.~~."
construction

:,'.'; ~»:>-.
J Worki(j:aB'

~~:~:~:~:>:;~
Model

Tax Auditor (File Revie~~X~:/':': 4,730,680 (entries per PY) = 0.2 PY
Tax Auditor (Taxpayer Ccir1.t,~¢n>, 4,730,680 (entries per PY) = 0,2 PY
Tax Auditor (Processing RefOrn~l,> 2,365,340 (entries per PY) = 0.5 PY
Tax Auditor (Adjustment I Approy?"lf 3,153,786 (entries per PY) = 0.4 PY
Tax Auditor '(NQtifi~~~j9ns) ...._'~~.,. 4,730,680 (entries per PY) = 0.2 PY
Tax AUdltO{(As~socl~ffed.Functionsf:::

.~~~~<~~:";<"~~;:~:-"<~~>;'<:-~C~~'/_:>~;'~J"<~" .~' r. .~
4,730.680 (entries per PY)

?'.,

=__-----:_=_:~0.2 PY
;'l -<- 24,441,846 Rounded Total 1.7 PY

Le;:7~(t~i"A~ditor(pro~e~~i~~~B~!urns)j~: ,:'. 1,0911739 entries! 2.365,340 (entries per FY) = 0.5 PY_
~- ,". '".';" , ~.~. ~.~ ,.~~-~;,»

22,076,506 Adjusted Total 1.2 PY

A~§~§~J~t~ Tax Auditor (File ReVi~~}:~{~\::.':. 11091,739 entries! 2 (entries per PY) = 0.5 PY
Assoc1ai~:Tax

1365,340

Auditor (Taxpayer C6fitaCt) 11091 )739 entries! 213651340 (entries per PY) = O,5PY
Assodal~'I~x Auditor (Processing Re~~}n~) 1,0911739 entries! 1,1821670 (entries per PY) = 0.9PY
AssociatErta)f~>uditor (Adjustment I AppfQyal) 11091,739 entries! 1,576,893 (entries per PY) = 0.6PY
Associate Ta>rAuaitor (Notifications) :::~:.~;::~: 1,091 entries! 2,365,340 (entries per PY) = 0.5PY
Associate Tax·A~~.~9£ F~n~f9hs)

1739

(Associated 11091 1739 entries! 2.365 340 (entries per PY) = 0,5 PY__
r '~;"'-::-~~;-'. "=--,, r. r.>; -,» ,:',"'. 12,220,923 Rounded Total 3.5 PY

Less: Assoc. Tax ALi~jl&i(procE;$~~8ij":R~turns) B1 11091,739 entries! 1,182 670 (entries per PY) = ~~.9 PY
~;o'-;~~_;:~>~:.<';A: '~~:'~:~:'~?/-';"",:-.,

11,038,253 Adjusted Total 2.6PY

Tax Technician III (Iris Sy:f~;g:~:ck) 1,091,739 entries! 1,337,151 (entries per PY) = 0.8 PY
Tax Technician III (Processing Returns) 1,091,739 entries! 668,576 (entries per PY) = 1,7 PY
Tax Technician III (Edits questioned Dist) 1,091,739 entries! 1.337,151 (entries perPY) = a.8PY~_

3,342,878 Rounded Total 3.3PY
Less: Tax Technician III (Processing Returns)/a 1,091,739 entries! 668,576 (entries per PY) = 1.7 PY_

2,674,302 Adjusted Total 1.6PY

~I Return Processing duties were not included in the estimate as the Local Revenue Allocation Unit is currently responsible for processing entries f
existing special tax jurisdictions for Los Angeles County and the additional district will not result in significant increases in workload for the r
processing function,
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EXHIBIT 4
Page 1 of 1

Field Offices Audit Program

BOE maintains an effective audit program to ensure taxpayers report neither more nor less tax than req"ired
by law. The program audits nearly one percent of active accounts each year. There are a total of 27 field
offices, four of which are out-of-state field offices.

STJ WORKLOAD MODEL

There are currently 87 STJs in existence which encompass more thar1.~~% of all taxable sales in the state.
Additional audit time is necessary to conduct verification of the taxreported'and additional time is required
for the allocation of understated taxes. Historical data indicates th~f6n averageian audit involving an STJ
increases the time to perform the audit by 5%. ' >' • - .-••

"".;r : ,.'.-..

~-' .". '~!' ..... ,,/....!

Tax Auditor (File Review) 885,927 ~J1tHe~::\>' 294,264 {entries per PYr~(}·" <, :.,. 3.0 PY
Tax Auditor (Taxpayer Contact) 885,9~.? e.n~r.j~"Si- 588,528 (entries per PY) = '/ '.. ~", 1.5 PY

··.·N Rounded Total <:>;-'~ 4.5 PY
.. ~.-

.,-"~

Field Offices Compliance Activities
~ . ~ . . - _.. _- .

.. .. ._. ~ - • . < ' .• -

BOE's compliance staff ensures sellers Ptgp~l"ly:~grnPIY with p~'f~Jt.JeqUirements, they assist taxpayers in
interpreting tax laws and regulations, they provi~.E{cla~~r9qminstrucfionJg[ taxpayers that are newly registered
under the SUT Program and they provide in~!~iduai·:a~~i~"~~.Qce in th~~''',~9rrect preparation of tax returns.
Compliance staff is also engaged in collection acH'/ities on·bill~cramountsfelated to underpaid district taxes as
well as billing amounts related lp9E3ltnguent acc6u-h!~, res~lt,tng"fr6fnrety~ps not filed. The compliance workload
increases with respect to taxp~-y~ra'qvr§qfY assistance'as a result of the new Js.

.:'.~"'»:':.::.:/~ . ~""'-;"-~'-.,<-,:~ :~~

servicesandretum
'".,"::, »,-,.~«<,]">,. ~

5T

Taxpayer AdvisoryServiq~,~'/

Compliance staff encounters an incr~~$:~:.Jnthe volum~""9f written and telephone inquiries from taxpayers
seeking assistance on the appli2:~i8P~:"ff the newdis,~[iJM~)(~S'

... "'A';~

Return .(1-ssi$tance

Compii~";G~ staff encounters~n![1creaSttr!ithe number of taxpayers requiring assistance in the preparation of
their tax return, A study showedthat simpietax returns take compliance staff an average of 1.5 to 2.5 minutes
to preparefmoderately difficult taxreturns take compliance staff an average of 3.5 to 5.5 minutes to prepare;
and highly complex tax returns "(e.g., tax returns with multiple taxing jurisdictions), take compliance staff an
average of 6 to'1 ~rninutes to ~p,rt3pare. Each additional transit district tax increases the time necessary to
prepare a return.

Business Tax Rep (Acti~ities withih STJ) 885,927entriesl 345,095 (entries per PY) = 2.6PY
Business Tax Rep (Aetivities~.utsjde STJ) 885,927 entries! 690,190 (entries per PY) = 1.4 PY_

Rounded Total 4.0PY
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EXHIBIT 5
Page 1 of 1

STJ WORKLOAD MODEL

Revenue

...~::::~ Estimated
/~:·;~;~i:::~::;:~<:~·' General Fund

Number of Marginal Revenue TO~~lB~Y~rtue Portion
Classification positions ,,:~~S::pf!'a::,FY (63°A,)
In-state ATA 3.5 246,000 e;<:~~$c~;~:86~:KObQ, $ 542,430
Out-af-state 1 271 .ooo'

:- .,:''';o-~,>"<.~'',:,;':;!" -,

:t$~ 271
.~",:>"~, ~'\/

ATA ,
I'-\<-"'!-",,,

OOQ<~~..;;;o, $ 170,730

77'f;':8~.
,'.BTR

~}t~. $14 4 ,908,736'<;;~~~:~~~} :'>. $ 1,202,504
..

Total .f:~)'~~~~~~~~~;~(;:··' $3,040,736
~:::.

:~."~$>, 1,915,664
r~:'-;:<<:>:«;-:-'~

J '<':;~:':::::'~;}:~
-- -

Costs
".,;', '-~.~;,- .,;,.,.-'-.'>

','>,;,;_,";•.c-,.,",.,-,,-.'-;- Estimated
General Fund

Number of Estimated cdg(ij~!%; jT~tal Cost Per Portion
Classification positions /;). Classification :,-.=. -~ . FY (630/0)
In-state ATA

Out-af-state ATA $ 80,010
BTR $ 189,000

Total $ 517,860

Benefit to Cost 3.70 3.70
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EXHIBIT 6

SUT taxpayers file one return that includes reported amounts for state, l
number of taxpayers report taxes for one or multiple 5TJs, some may rep
number of 5TJs results in more complex Sales and Use Tax Returns. The
time spent processing returns and completing field work associated with
number of 5TJs results in additional workload, but taxpayers and BOE staff
start and expiration dates for each STJ. The additional time spend related
from normal audit and collection work negatively impacting General Fund
show the complexities of the SUT returns and field workload resulting in t~~

a copy of BOE's current Schedule A2, Computation Schedule For Dis.trfct~
revised to add the new 5TJs beginning in 2009. Example 2 is fr9tTt a
allocation of the district tax. As you will note, the tax adjustment'must
appropriate allocation be made to each impacted jurisdiction. InJhi~ case t
STJs. ' :->:::.

. ., -, .-,.,..~.-

". __,~_,,,.\...... :-~;F~~"'_;

The following flow chart provides a high level overview >OfJh~ return proc
impacted by STJs. '. '.' .

sur Return is MailRoom Cashiers U
filed receives return processes pay

Return Analysis Local Revenue Taxpaye
Unit reviews Allocation Unit Records Un

returns. reviews local tax file the retu
allocation.

Other Impacted Areas
• Field Offices

o Registration
o Audit
o Collection

• HQ Areas
o Petitions Section
o Audit Determination and Refund Section
o Centralized Collection Section.
o Special Procedures Section
o Tax Policy Division
o Legal Department
o Customer Service and Publishing Division.
o Technology Services Division
o Financial Management Division

ocal and STJ taxes. A significant
ort for all 115 5TJs. Increasing the
increased complexity causes more
these taxpayers. The increased

must also monitor the difference of
to ,tn~< new STJ5 takes time away
reY~J',lle. The following examples

'!ri~f'eased workload. Example 1 is
·ir~X~ This return is currently being
n:' actual audit report showing the
bei~Vl~wed for each STJ and the
he auditormade adjustments for 85
:"'~"'-. <,';

," ~ .'~ ,.', ~~.

ess and a Iis(1)(pther BOE areas
-, ~- \.

nit
ments

r
it to
rns

Key Data Entry
Unit enters each
line of the return.

Scheduled returns

o Legislative and Research Division
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Example 1

STATE OF CAUFDRMA
80ARDOFEQU~AnoN

.1\1 ENrrR amoort: rrOm me9em~ ItrrItct yot£C~ruseTaRettm S .00

A2JA:l E:NTER ptSCt'IaSe«ta~per9JC1a1 JrDpeIty an wneli dtsm:tuseta:t~ootappty 000 .. .00

SUBTRACT Ire A2JA3nOO1lneAlA4 (Amcatt? tJJ1i.amomt 8:1 trecarea d!SiI1Ctex iTfBS lrJ roJ:.mIrJA.5j S .00

PLEASE READ THE INSTRtJCI10RS ON PAGE'5 BEFORE coMPI.EnNG THS SCHEDULE
[](SlmcT TAX AREAS N!i NJA'J M A9 AJD

AU.OCJI.TE Ur£ U TO AOO( .. )l TAXABLE AMXJNi TAX D4STR1CT TAX DUE
CORIiECTDI~ I:EDUCT{.) ASplZlrnn:aN:JA1 RATE '~A8IlTA9

ADJUSTMENTS

.u.AMEDA CO. GIl .015 $ .00

COLUSA CO..

CI:y I:f 'MBRs (ElT4 4.- l-O]) 1. .JX)5 .00

CON'TRA COSTA co.. 025 .D1 .00

ay'cf~ IIIJG .Jn5 .00

'eIy.ct Pt'rite(Ert~'4·1 -01) 1.1 .015 .00

ctyd8cernto (£11'. l-1-QB) 115 ms .00

EL DORADO CO..

efty d ptacer\lle 010 ..m25 .00

C.Iy or So. Lake TatDe 091 JJ06 .00

FR£SNOCD.. OAI .JDl'25 .00

ay' of CIOltS {EXpted' g-30-0~ 100 otscortJJ'1..Jed m025 .00

Qyorsema (Efr. a-l-DEt 168 ..DtZ25 .00

CI:ya R.eet:uey 4t1't 1-1 -fJSIo m .D122S .00

ely orsang!f" (ut. 1-1-o8} 179 .·D1415 .00

J..Il.JIfiI01..Tco.
Cly atTrtlkB:J 0112 m .00

IIIPERlAL co. 029 J:I05 .00

cty OfCaeJl:O (£XPU'OO 3-31-06) OG Dtseortin..Jed .D1 _00

In'oco. 01~ JD5 .00

Kl::RN COUNTY

'CI:y' of DeIaOO [Ett 4-1-DB',l 110 m .00
LA'K.Eco.
a:y' crClearlake 058 .005 ..00

Clya'Lakeport 101 J:I05 .00

LOS ANGD.£S co.' 036 ..D1 JJ(]

CI:J r:iA'l.oaDn 018 .15 .00

ay [j'[~(Elf.4-1-<J7) 143 .GI15 ..00

ay rt S<nJl Gale (El't.l o-l·~ tIZ ..D2 .00

$ .00

~9Ilp;age2

Ana, SUBTOTAL DlSTRICT TAX (Pilge 1~ ,eJrg' tIP tDtalf1Dm It.IeA I1dZ1baleJ $ ..00

Anb SUBTOTAL DlSTRlCT TF(X (PQ2,. >Ettg-~ tliillltrmltrPAHbmpage.2'J .00

1\11e SUBTOTAL DtSTRICT TAX fPag: J. arg'tIP tdi!d~xmlJIpAT1con PilfP 3.] .00

Anel SUBTOT.AL D5mcr TIIJ{(Page 4!~>8JtertrJettt'i1l JtomlI:e AJ 'IdOnjBf}e 4.J .00

A11 TOTAl DISTRX:,T TAX (Add.ftlesA11.a.Al1tt A H.C;. amAl Jr1. EntS' /PJe iErJ on tne J lan mefmr.tof
:$ .00yoU' CalSUl1!r use Tax REturn)

Pagel
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SCHEDULE An· CC)M)UfAmNSCHEDUlE FORDISTRICT TAX· Lana FOII1I

0lSTR1CI' TAX. AREAS AS #SAT AS A9 AUI
AllOCATE LINEM TO IL1C1 ( .. lJOEDUCT{-) TI4XASI.E N.«:XJNT TAX DtSTRfCTTAXDUE
CORRECTDlSTRlCTlSJ ADJUSTMENt'S M.~IeiIAl RATE """MbJM

IUDERA co.{m. 4-1-01} Ual .0115 1 .00

MAIl£RA co, ~.£J:pt~ 9-30..()5) OM ctseo~rued JJD5 .00

MARftCO. tG2 .aos .00

Clty orsan Pafael UI .01 .00

fURFOSACD.. 103 JIQ5 .00

I&:NOOCtNOco,

CIy r:I '-NII:s. au lJ05 .00

CIy [f Pofrt talala 015 .D05 .DO

cty rI Fat Bragg 0IaI .005 .00

ely ctUkJah 122 ..DOl .00

II£RCEDCO.

cay Dr Los 8alcs tal JJD5 .00

ClyaMerced m lIOIi .00

NONOCo.

CJ:y atMamrncttl Lat.es {Elf". lO-l-«J) fa .DOl .00

MClNTERg' CO..

Clydsamcly 105 .DOl .00

Clyd5alms 128 .DOli .00

ely ci os Ri:)' oaks (Elf. (-1·07) 16 .m .00

ely at-5easije {En. 7~'-{).!ij till m .00

CIy of Pacmc GI1h'e(Elf.10·1-oe, 1M .G1 .00

NaPA CD.. 065 .D05 .00

NEYADACQ. 061 ..oa125 .00

069 .DD825 .00Tmm d Truckee

Cly d Nevada City (Df. 4-1-07) I.J .D0825 .00

ORANGECO~ 031 .006
.00

ely d lE9N 8eact1 ([II". 1-1-0£) 135 In .00

RIVERSIDE: co. 026 .00& .00

SACRAMENTO co.. 023 ..G05 .00

SAN &£NITO co. ..00

cly ct sanJuanBaJI!SU 106 JXmi .00

cty tf I-b1IStEr (Err.4-1-eiil] 111 .D1 .00

$ .00

Pagel
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SCHEDULE An • COIFUTATlJN SCHEDULE FOR DISTRICT TAX· Long Farm

DtSliUCTTAX AR£AS. 1& AJiJAJ AS A:9 A:1l0
M..l.DCATE WE U TO AOD{"'l/~C-l TJI.XAaL£ AMCHJNT TAX as:TRK:IT1lI.XDUE
COh!R£CTDtS1JijCT(S'J AmlJS1'WENTS ASpm1trbs WA7 RATE ~A8'bJU

8M.BERIlARDINO ca OJ1 ..ms s ..00

a:y ofUJdcl.:R' 108 JII75 .00

ely Q(SatBErnac2rlotaJ. ,4·1-01) 1.49 JII15 JJO

SAN DIEGOco. 013 ..oD5 .00

elyd E:lcajJn 110 ..D1 ..00

ely of .NaDIa' Cl'J ~n'~ 10-1-06) 131 .D15 1KJ

CItyCf1RSta{9t .4•., -oJ} 151 ~01 JJO

'UN FRNfCISCO co. fEZ ..0125 JJO

SAN JOIiQU" co. O3B AII5 JXJ

cft)' DfStDcktoo '1'12 ..on'S ..00

cty' ofMai1teC3 ~ft 4-1-01) 153 m ~OO

SM LUIS OSISPO CO ..

ctt)' OfAlTrJyo Grande {9f. -4-1-o1t 151 ...016 JJO

cry of~ eeacn(EI'l. 4-1-0"1) 155 ..ao5 110

elyr.tMaio Bay(E:1r. 4-1..0.1) 151 JI05 .00

ely ctsan LtJs ~po {DT.4-1-0ij 157 J305 1Kl

cty t:f PSno Beach '[rtf. 'ICJ-l..(tgJ 185 J305 .00

SAN MA.TEO co... '019 m .00

SNfTA BARB.ARA co. om .ODIi )jQ

SANTA ClARA ea, 124 ..00J!J1

asoJrrlnJejSANTA ClARi\ CO.. (Uptred 3<n-06) ~ .11 _00

uNrAcmJZOO-, D62 .m75 .00

ely ofesptola 11. m .00

cty r::f SCotis VaIP-y 130 ..otz5 .00

cll)'at 5tRa am (ttr. (-1-01) 158 ..ot25 ,,00

elyatsanta cruz (Expre:l 3-3.1..Q7) DID ~ ..en JOO

cty Cf WaB:HwIIe fElt ·4-' -01) 161 m ,,00

$ JOO

Page 3
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""'--
SCHmuL£ AD - COIFUTATDN SCHEDULE

I....
FOR DISTRICTTAX • Long FORD

R£POR__TlE_I='£_RKlD_. _

CfSlRlCT TAX AREAS Jl5. NiJA7 oM JIB "1a
IU.l.DCATE UNE At TO AlXJf+IJ DEDUCT(-) TUABLE AMOUNT TAX QjS'l'lb:T TAX CUE
CORRECT~ AIl..JIl.Is:TME A5~A6lA7 RATE PoUIPJ M tJf IS

SOI..M«l co.. a&6 JD125 S .00

SONDMACO.. 11& ..oos .00

ay ot 5ebastqJOI 11. .0G15 .00

CRyorsanta Rosa 120 JJD1S J)]

STAMSLMlSco~ 051 .D0125 J)J

Cl'jorceses ~11". 4-1+0B) US ..DD825 .00

ruURE: co. (Err. (-1-Q1) 162 JJ05 .00

city d'VlsaIB 163 ...oDJ5 .00

Cit)' ct F'armE!f'SVf1:! 151 J" .00

ClyaDnti:e 165 .D12S .00

Cit)' or Prrtav1Ie m166 .00

CI:y 01TlJi:I"e 161 .In .00

lUtJt.lIlINE CO_

ely cA SOncri! 093 .<D5 .00

Y'OLOCO.

ely .-;i\\Cest 5aCramertD 081 .(1)5 .00

errJorDa'il1S 018 ..oDS ~OO

at)' d VIOO:IaIld ([tr. 1G-1 -a:i) 131 .DOli _00

'CIy rI 'NoocIand ~pt9:16-»(6) 015 otsmnli1Je(l JXIi .00

SU STOT!'L Al1(J .(AI*I.aJD:UIf5~A'JhN7lJU~ga.aararJhlJ mtalbDJD· ..atJd'-anllwl·A' faDrt ptgtt , ol'SCbrD* AEZJ $ .00

Page 4
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• 1,..'12)'19

.'~~
(;.'~,"'.'-.';'.
\"'~~":':

I' .. q,'; I

-State Board of EquilJizatioI"t·- Sales and USB Tax Department

FIELD BILLING ORDER

ACGI')Lln~No; CoS" lei: l~ LC.::a'·JJ P.;;·X;~i ...~1 •rs J:.(;;'"I·t'~:I:,.~·::'1

H"'f'-{:,,'llo, L-!I;,I¢I~d!~Qr;:

~1Hlr.. 51,J1JQf"Ils lJr:
;·:,.v:,Hl·!'ll-.c ~..t"'-~ '.:"J ::;'rl,-.·:.:
n;r.!f. ""~~'; ,0:.., ~ i'>'-:~l' t ...I::'1 r':A::t;;,1 n.l~·. Dcc.ombot 15..20)9

-:'"~ ~"'~I·l"''''''..~~I~"~t.~~.i ....: 72

/,.:::.'i_6., • ~LI:.r·: /'A;. i:S::

I ..:~r'i'''''rl':;:.,j;·;

>-,: if'i .-t.1!' ••
.. , ..~. :t.;'~-.'" ~ __

_~i:;~ -'~ :E~::>:: ":;' ..." :,. ;'"" r.' ", .. ~ .... ~~;(""' .- - -;"

- ~ ~~ ~.;~ :: ~~,-~: ~~: ~ +~.- ~<
i~,:~ __ ~&'~~:,-~ ~ _.~.~.~.~ ~ 'iO. ... ~_"" :""" .-' ~ , • j; ":~ _ k ....

,,' l' ':t i:'I.;. ",,"''' t -~~ '.-~ ..,,~_ -..;: :~ /..- +.« , ;- 1 .£' ~_ ;.. C:.:; ;:u -.-1.' :.".. * : ~ ;-
= ~~ ~"":.;", - 4 ;-;.: -.~ _~ ;;,- ' ..~ ;-: :-:"'W, ~ e .-.: .. ':',. ~ ": = ..:.. ':..

: r:~-,<..;.- ': ,-:c.; ~~,J .;.i~ '.-.:-l _ :'i~ ,.~'j_: ....-~ >i r~:~ .~- ~ ~ '.:...~,,-;-, ;;. -"~h .
.. .)t .v.. ,;

': .; ;~ r§~:! J~:~ ~~< ~~~[ ~i;; ~~ ~,~ ~:.!~ <>'~ ~) ~ :~.
'''''~'':'': ::~ :.~ ...

J--~_, ... ,_J.~ '" _'.i• .. ..F,. _....t,""J; I·~··!-..,,~.;.td ,",' - -~~<"'(1L~,~,~ .» ~ v:; .r.. ..,

...:!'!"" ........ ·_r .....~,.l!.'~· __"-'!' ~ --W:~. ~1P.ll.t't:, ~,.... ,"t: - - ..., •• ~ .~J. 'r "'" a"'" ~ -, ',,- t ~.!r. ",'''-.' .. ~ 'I!!.. ~ _ ~ ~'! "';' ..

." ~ ,- • • .. ;' ;~l ~' , •• > :' - • ~':'.. ~. " >, i .-'i'.. ... ~ : ~ ~- .. li •• t"'"' , F ~ ,j • .. ::.. .;. ~. ~ .. .. ::-

_ .... ... ~ I: 1iI~._.- ...~ t w", ... ',&,'.':,," .. iC:-:. \f !.
-:---'~".Ai

·"l; ...,.:',;;.,'...
....;...---.;--...----

0
It' ......~ .. ~.r_ ..,.. ~- ...... 1'- 4 .. : ~.~_. a~ ... , -"""~":"- _ " ~ --L-_.? ",4 r .... 0.'.
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Finance Letter No X
DRAFT EXHIBIT 6

Example 2
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FL No. X
DATE: February 4,2009

STATE OF CALIFORNIA
BUDGET CHANGE PROPOSAL--FISCAL DETAIL

STATE OPERATIONS
FISCAL YEAR 2009-10
(Dollars in Thousands)

R'rograffi7EJ:~'fil~ntJctjm'p1:>"n~nl~! 30 Sales and Use 1ax/30.20 Processing Tax Returns/
30.30 Auditing Accounts/30.40 Collecting ,.axesqReceivable

PERSONNEL YEARS
CY BY BY+ 1 BY BY+ 1

TOTAL SALARIES AND WAGES_aI 22.5 $1,232
Salary Savings -1.1 -60

NET TOTAL SALARIES AND WAGES 1,172 1,172
Staff Benefits_at 426 426

TOTAL PERSONAL SERVICES $1,598 $1,598

OPERATING EXPENSE AND
General Expense $270 $43

Printing
Communications 19 12
Postage"·,, ···::·.·.0

Travel-In-Stateb" .,,~, 18 18
Travel__Oyt~a(~~~rState'~1L"1" 17 17
Training ":c~:~!':~' ·:g:~.c::' 17 17
Facilities opef~tlg;9t~;~'.>· 352 226
Consulting & pr6f~~\lgnal se~~s: Interdepartmental
Consulting & ProfessIall?1 ~g~jyices: External

Uj~~t?~;~~ti"'., ,/~:~~t~1~

Department of TechnorqQYI§eivices
Data Processing ''0''':'''',:" 15
Equipment
Other Items of Expense: (Specify Below)

_at See page 30 of 31 for itemized staff benefits and classification detail.

1/2912009
12:10 PM
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FL No. X

CY BY BY+ 1

TOTAL OPERATING EXPENSE AND EQUIPMENT $708 $333

TOTAL EXPENDITURES (State Operations) $2,306 $1,931

Source of Funds

General Fund (0001) $570 $476

Special Funds:
Breast Cancer Fund (0004)

State Emergency Telephone (0022)
Motor Vehicle Fuel Account (0061)

Occupational Lead Prevention Fund (0070)
Childhood Lead Poisoning Prevo 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 (0465)

CA. Children and Families First Trust Fund ,.. (0623)
Federal Trust Fund:(Oe,90)

Timber Tax Fund ,'f/ (O~~5)
Gas Consumption Surcharge .ELJnd (3g~ 5)

t

Water Rights Fund •.\" (~958)
Elec. Waste Recovery and RecyClr~g AcChf""(3065)
Cig. and Tobacco Prod~gqITlplianceFun~f

....~

(3067)
.

-;'--..

-
' - , -.'::::.

-0.''\,
Federal Funds J

..-/);-

'.".

Other Funds

•..•.
.;.;-

Reimbursements (0995) $1,736 $1,455

Net Total Augmentation (Source of Funds) $2,306 $1,931

112912009
12:10 PM
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FL No. X

DETAIL OF STAFF BENEFITS
AND PERSONAL SERVICES

CY BY BY+ 1
Staff Benefits Detail: (Whole Dollars)

OASDI $89,658 $89,658
Health Insurance 136,201 136,201
Retirement 194,722 194,722
Workers' Compensation 467 467
Industrial Disability Leave 819 819
Non-Industrial Disability Leave 592 592
Unemployment Insurance 175 175
Other 3,021

TOTAL $425,655

Positions Amount
Classification CY BY BY+ 1 CY BY BY+ 1

Sales and Use Tax:
Local Revenue Allocation: _bl

Assoc. Tax Auditor 5.5 5.5 $64,1§1;'. $352,902 $352,902
Bus. Taxes Spec. I 1.0 74,016' 74,016 74,016
Tax Auditor 2.5 ~;.~;~

..... t.o
.. 48,408 121,020 121,020

Tax Technician III 5.0 5.0 39,036 195,180 195,180
Field Operations:

Bus. Taxes Representative-f 4..0 .4.~9 42,384 169,536 169,536
Assoc.Tax Auditor 3.5 3~5 64,164 224,574 224,574
Assoc.Tax Auditor (9~t;;()f.-:~tatei" 1.0 1.0 68,316_cJ 68,316 68,316
Blanket Funds:,:.,:"':;

Overtime (V~[ious) (.5) (.5) 26,372 26,372
TempoI~niR'elp

~{>C': .:,. -~-"~':'

~

TOTAL SALARIE~ANDWAGES .......- 22.5 22.5_ $1,231,916 $1,231,916

_al The salary is the mid-step of the'salary range for the stated classification.

_bl Permanent positions effective July 1, 2009.

_cl Reflects pay differential.

1129/2009
12:10 PM
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DEPARTMENT: State Board of Equalization
FL No. X
FISCAL YEAR 2009-10
DATE: February 4, 2009

SUPPLEMENTAL INFORMATION
Dollars in Thousands

Current Budget Budget
Year Year Year + One

Proposed Equipment:

N/A

Total

Proposed Contracts:

N/A

One-Time Costs:

General Expense $227
Communications 7
Facilities 126
Data I-Ir~I""OC~~lr"i'" 15

$375

Future .... ~'~I.n,..~·

Total

Full-Year Cost Aniustmerr..~

N/A

Total

1/2912009
Page 31 of 31 12:10 PM
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