State of California Board of Equalization
Administration Department—MIC: 69
Telephone: (916) 445-4272

Memorandum

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

From : Liz HolUser, 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.................c Ms. Liz Houser
1. Facilities Update

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

e Spring Finance Letters+

o Update status of the Governor's Budget

e Update on Governor's Executive Order S-16-08 State

Employee Furlough

LH:Ik

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

=
| approve: ,%/%

Ramgn J. Hirsig,
Executive Director

item P
Sub-item P3. c.



Fiscal Year 2009-10

Return Process Efficiencies Project

e 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 vouchers will 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 following is a breakdown of the position request by component:

Component

New Positions
FY
2009-10

New Positions

FY
2010-11

Interagency Agreement with EDD

BOE Software/Hardware required to support I/A

Change Management Plan

1.5 3-year limited term
(LT)

Information Security Office Upgrade

1.0 permanent

Redesign BOE Downloadable Forms

Resources for BOE’s Taxpayer Information Section

2.0 permanent effective
April 1, 2010

9.0 equivalent 2-year
permanent intermittent (PI)

Total 4.5 Positions (2.8 PYs) 9.0 Positions (8.6 PYs)
The following is a breakdown of the cost per component;
Component FY FY FY FY 2012-13
2009-10 2010-11 2011-12 and Ongoing

Processing at EDD — includes
Interagency Agreement & BOE
Software/Hardware required for $1,436,000 | $1,373,000 $1,373,000 $1,373,000
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 BOE Downloadable $373,000 8.000 8.000 8,000
Forms ' ’ ’ '
Resources for BOE's Taxpayer $233,000 |  $884,000 $699,000 $184,000
Information Section

Total $2,512,000 | $2,672,000 $2,487,000 $1,705,000
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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.

Department of Finance
915 L Street

Sacramento, CA 95814
IMS Mail Code: A-15

FL#X PRIORITY NO. X ORG. CODE | DEPARTMENT
0860 »r 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 (Pl) 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
ONE-TIME COST X FUTURE
[] YES SAVINGS
X NO FULL-YEAR COSTS [] REVENUE
[] FACILITIES/CAPITAL COSTS
PREPARED BY DATE REVIEWED BY DATE
2/X/09 2/X/09
Manager, Budget Change Unit Manager, Budget Section
REVIEWED BY DATE DIRECTOR DATE
2/X/09 2/X/09
Deputy Director, Administration Executive Director
DOES THIS BCP CONTAIN INFORMATION TECHNOLOGY (IT) COMPONENTS?  YES OR NO []
IF YES, DEPARTMENT CHIEF INFORMATION OFFICER SIGNATURE DATE

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

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

[] YES [INO ATTACH COMMENTS OF AFFECTED DEPARTMENT, SIGNED AND
DATED BY THE DEPARTMENT DIRECTOR OR DESIGNEE.

DEPARTMENT OF FINANCE ANALYST USE
(ADDITIONAL REVIEW)

CAPITAL OUTLAY [[] OTROS [[] FSCU [] OSAE [[] CALSTARS []

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 ($1,468,000 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 (P1) 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 confldentlahty and mtegnty issues lnherent in transferring confidential

¢ 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 enablmg more efficient processing of BOE paper-
based returns and schedules

¢ Fund resources for- BOEs Taxpayer Information Section to assist taxpayers with

; lnqumes regardlng redesngned web-based downloadable forms.

These components are dnven by the need to increase efficiencies in return and payment
processmg 5, ,

Ratlonale for Creating a Partnershlg

BOE is currently conductlng 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 FTB), 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 checks within one day of receipt
through the use of best practices, sophisticated mailroom equ1pment and scanning and
imaging technologies. (During its annual peak processing period in April, FTB reports that

there are occasions when checks may not be deposﬂed the e day as they are received.)

cessmg equipment. Over the last
'efficiencies in their processing of

process g.}dlfﬂcultles BOE along with EDD and FTB, receives Iarge

related to the use of 'B” Es web-based downloadab|e forms. BOE’s planned redesign of
web-based downlo dable forms would partly mitigate the increase in white mail by creating
a “smart form” that would provide tax program, period code, and other information used to
sort the return to facilitate mainstream processing. By providing this information on the web-
based downloadable forms, BOE could use its equipment to quickly handle the incoming
mail.

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 effi crencnes could be achieved
through some level of consolidation. Given that capacities can ‘be expanded at FTB and
EDD, iti is in the State’s best lnterest for BOE to consider either transferrlng or consolidating

systems and reduce BOE's paper-based processmg “of tax returns ‘and payments from four
days to one day. In addition, BOE would be: ablé to adopt some of its partner's best
practices for processing tax returns and paym S ’fts"snnce both agenCIes wou|d be utlhzlng the
same infrastructure. = S .

This consolidation process, however, would not be lnstantaneous Both EDD and FTB took
several years to transition from manual processing. of their returns to more automated
methods. In fact, both agencies are still transmonlng some of their programs to these
technologies. It is very important to’ the State that BOE ‘and its partner consolidate the
processes in a thoughtful and careful manner. If the transnt:on is poorly implemented, the
State could experlence a S|gn|f icant dlsruptlo in the processmg of tax payments and
documents. g ,

An incremental . change in cr _cal functro,,s is standard procedure for BOE. When
lmplementlng a new ‘process for 1ts tax programs BOE typlcally uses a phased approach.
phases. This model helps BOE determiné the full impact of proposed process changes and
is partrcularly well suited 'to this proposal,- since consolidation of tax operations of this
magmtude has’ never been attempted before.

After reviewing the relatlve ments of both EDD and FTB, BOE with EDD proposes to
|mplement the consolldatlon over multiple fiscal years based on lessons learned from the
previous - years. This request is the first phase of a longer term return processing
consolidation plan. In addltlon to infrastructure development, this initial phase would enable
BOE to devetop '

. Tlmeframes and |mplementatlon dates for consoclidation of remaining paper-based
return processing, and

e 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 look for ways to reduce costs. In order to realize

Page 4 of 24



FL No. X

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 submlt a request to increase its
reimbursement authority by this amount. This component also requests resources to
enhance BOE’s information workflow and retrieval capacity.

return and payment documents at the same t
problems or errors.

néi"g"‘ément plan used to achieve
urns. Accordlng to EDD, the key
EDD’s change

BOE is committed fc ehsuring these employees are voluntarily transitioned into new
positions. The following chart shows the detail of the staff requested:

FY 2009-10 FY 2010-11 FY 2011-12
Positions Positions Positions
Labor Relations Analyst 0.5 0.5 0.5
Associate Personnel Analyst 1.0 1.0 1.0
Total Positions/Resources 15 1.5 1.5

Please see Exhibit | 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 | 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 following:

e Survey of BOE employees to better understand the nature and degree to which the
change management plan would be needed to suppdrt the transition.

e Development of a framework for establishing a Career Resource Center (CRC) for
BOE employees to assist them in better determlnlng what Job skills they would need
and how they would obtain those skills:"* The CRC wéuld also incorporate a
training/retraining component, and provrde ‘advice on what posrtrons to seek within
BOE, EDD, or other state agencres

BOE employees about the changes that would be takrng place.

The final two phases of the change management plan are dependent on the completion of
Phase | and would be proposed in future budget requests. Currently, it is envisioned that
Phase 1l would allow BOE to contiriie fo. implement the change management and
communication plans which will be started in FY-2009-10 and ‘begin to transition employees
to the paperless operatrng process Specrfrc actrvrtres |n this phase include opening the
Phase Il would contrnue the change management and communication plans by assrstrng
the remaining BOE staff determrne their future career paths.

Ensuring Data Secunty I ’

The Information Security Office requests $145 000 in FY 2009-10 and $122,000 in FY 2010-
11 and ongoing to establrsh 1.0 permanent position to focus on project consulting, security
reqwrements testlng, and developing security policies and procedures. Continuing hours
would focus on ongomg risk management, incident response, oversight, and compliance
monrtorrng Existing resources-cannot address the volume of ongoing workload related to
the magnitude of this proposed change. The following chart shows the detail of the staff
requested ¢

FY2010-11
| FY 20002010 | and Ongoing
T Positions Positions
Senior Information SYsterns' A 10 1.0
Analyst (Specialist)
Total Positions/Resources 1.0 1.0

Please see Exhibit Il on 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 White Mail:
As noted above, BOE is experiencing an increase in its w
process than regular mall BOE has found that an mcre

jmail, which takes longer to
of its current white mail
5 reason, BOE requests

maintenance of the required software. Thi
mailed-in returns using BOE processes anc
percent of taxpayers wrll not or cannot utlllz'

some immediate improvements to its
e manual process of these paper

returns. ltis ant|C|pated that |mpIe /eb-based downloadable forms will

begin June 1, 2010.

Addressing Taxpayer Inqurres )

qwre the taxpayer to input their
’prlntlng a‘return or prepayment form, an
ling for assistance. If a log in code is not
t a return or prepayment form from BOEs

The Taxpayer Information 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.2010-11/ FY 2012-13
FY 2009-2010 FY 2011/12 And Ongoing
Positions Positions Positions
Tax Technician |l (Permanent) 2.0 2.0 20
Tax Technician Il (2-year Pf) 9.0
Total Positions/Resources 2.0 11.0 2.0

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

Background/History

BOE administers over 20 tax programs, including sales and use tax; various alcohol,
cigarette and tobacco products taxes, and fuel excisé taxes; varlous environmental fees;
and state assessed property taxes In keepmg wrth |ts mission statement and strateglc plan
element of this goal is the automation of Iabor—mtenswe manual pro'cesses to reduce
processing, storage and retrieval costs, and mcrease revenues while rmprovrng service to
taxpayers. o :

BOE is pursuing automation through implementing - web-based electronic reporting and
payment (e-filing). However, e-filing will not completely replace manual tax return and
payment processes. All of the States tax agencies have found that 30 to 40 percent of
taxpayers either will not or cannot use e-services options. At these rates, BOE estimates
that approxmately 300 OOO taxpayers from all of its various tax programs will not use e-

1.2 mllllon paper—based returns.

savings without additional budget augmentatlons However, the project was cancelled due
to a number of factors and BOE subsequently decided to concentrate its resources on the
|mplementat|on of e-frlrng Accordingly, BOE never implemented automated processing
technologies for its manual mailroom, cashiering, and key entry functions. In fact, many of

BOE's current manual return processes are over 30 years old.

State t.;e‘t;e_l ‘Consideratipvtis

This proposal is consistent with the Governor’s California Performance Review and the
proposed FY 2009-10 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 consolidation 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 ] Strategic Plan for 2007- 2011 addresses vital issues such as maximizing

Goal 2 — Improve the Efficiency of BOE’s Tax and Fee Programs
o Objective 1 — Create an envrronm[ 1t-that encourages innovative ‘and creative
ideas for changing and streamlining our business processes without diminishing
the quality of our services or products.
o Objective 5 — Continually assess changes in the business environment and
evaluate and modify ses ’ and serv es to ensure that customer

. Objectrve 2 = Ennance current internal communications, improve information
~. . sharing, and use team work to promote a cohesive, unified organization.
e Objectlve 3 = Ensure the essentlal information, tools, and equrpment needed by

D. Justification a \nalysis of All Feasible Alternatives

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

Alternative 1 —

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

e 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.

e 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 2009-10, $2.7 million in FY 2010-
11, $2.5 million in FY 2011-12 and $1.7 million in FY 2012-13" and ongoing. EDD's costs
prowde for the personnel and vendor costs to prepare the v_maul opening, scanning, and
vouchers and checks will be processed separately from EDDs worktoads to ensure data
integrity of both BOE’s and EDD’s documents and dollars. This would ensure that any
problems in EDDs other programs, such as emp_tqyer tax and unemployment insurance,
estimate that it would take several months to ‘develop and |mplement the automation
changes necessary for the BOE/EDD interagency agreement:.

Pros:
This alternative:
o Utilizes existing infrastructure of EDD to improve efficiencies of payment processing at
BOE.
o Benefits from the lower on-going expense for processing payment vouchers and
checks filed by BOE taxpayers compared to other alternatives.
* |s consistent with the Administration’s strategic directions and past independent
studies.
o Utilizes the State’s best practices for mitigating transition impacts to existing staff.

Cons:
This alternative:
e Requires a General Fund appropriation and additional State resources.
- May require EDD to increase its reimbursement authority and positions.
© e Requires additional personal services resources at BOE.
"'- Anticipates an increase in taxpayer call volumes.

Alternatlve 2 -

¢ Enter into an mteragency agreement with FTB to develop the capacity to process
payment vouchers and checks filed by BOE taxpayers and begin processing these
documents in FY 2010-11.

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

e 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:
o Utilizes existing infrastructure of FTB to improve efficiencies at BOE.
¢ |s consistent with the Administration’s strategic directions and past independent
studies.
o 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 taxpayer call volumes.

Alternative 3 —

e Contract with a third party contractor to process payment vouchers and checks filed by
BOE taxpayers and begln processmg these documents in FY 2010 11.

* Redesign - BOE web’based downloadable forms to include addltlonal taxpayer
information in batch an_‘ bar codes.

-”__;;:Prowde 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 leverage the contractor’s existing expertise and infrastructure.
¢ Avoids the cost of in-house development.
o Utilizes the State’s best practices for mitigating transition impacts to existing staff.

Cons:
This alternative:

¢ |s prohibited by provisions of the State Constitution and Government Code section
19130.

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

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

e Develop and implement a communication plan.
Provide sufficient staff to ensure the confidentiality and privacy of BOE’s data.

e Redesign BOE web-based downloadable forms to include additional taxpayer
information in batch and bar codes.

e Provide resources for BOE’'s Taxpayer Information Section to address increased call
workload resulting from redesigned web-based downloadable forms.

Pros:
This alternative:
e Would enable BOE to design, install, and purchase its own infrastructure and
equipment that is compatible with its current systems.
o Would allow BOE to better control its information security.

Cons:
This alternative:
o Would take about 18 months to 2 years to develop and install the new automation
systems and equipment.
o Would likely cost several millions of General Fund dollars to implement.
¢ |s contrary to the Governor’s initiatives of consolidating like functions between state
agencies.
e Would delay cost savings, accelerated revenues, and potential interest earnings
longer than Alternative 1.

¢ |s inconsistent with the Administration’s strategic directions and past independent
studies.

E. Facility/Capital Outlay Conmderatuons

The BOE is currently completmg a restackmg plan” for BOE’s Headquarter building. This
plan will--allow BOE to- address current optimum occupancy issues, align program
funqtloni’slactlwtles _|»<._:lent|fy ‘a:ddltlonal offsite lease space, and address growth.

F. Outébmes and Accoﬁriiability i

This prOJect addresses the tax returns processing deficiencies created by the use of batched
entities, and to’ respond‘“io taxpayer questions and concerns. The effectiveness of this
project would be measured 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 Il of the Change
CSUS. Management Plan.

Develop and implement Phase | of the
Change Management Plan.

Continue communication 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

'ty Oﬁ" ce

July 2009 to June 2010

July 2010 F

Hire new personnel effective July 1, 2009.:

Monitor systems and su'bs' tems

Train new personnel.

Incident Response.

Work with EDD
Infrastructu re.

in

of _Updatepf“ licies and procedures regarding

e transfer. of data to EDD for processing.

: ellverggnllne and in-person Information
Security - training that is unique to this
solution.

Risk Management Efforts.

_ | Administrative Tasks.

February 2010 to June 2010

‘ External Aﬁalrs DIVISlon Taxpayer Informatlon Section

July 2010 to June 2011

‘Hire new personnel effectlve February 1,

Hire new personnel effective July 1, 2010.

Train new personnel.

Answer taxpayer 'pmone inquiries and
processing work generated from phone calls
for additional 35,000 calls.

Answer taxpayer phone inquiries and
processing work generated from phone
calls for additional 140,000 calls annually.

Provide Input durmg 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 |
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 complaints, answer labor relations
questions, counsel employees at the CRC where visits will .not-be limited, and plan and
coordinate Employee Information Forums and meetings.

Workload Detail
Time Measure » Ongomg Activities
Activity Time Per Total
Occurrence .. Hours
Labor Relations Analyst
Employee Information Forums (smallflarge H™ 8 T192
group discussions related to the Return
Processing Automation Project).
Assisting with the CRC Counseling. H 200 400
Liaison with the Employee Bargaining Unions 24 48
(meetings to discuss transitional job-
placement). ke
Administrative Detail (correspondence misc™ 300 300
telephone calls, and ema:ls) :

eturn :'I’f’rocessmg Automation Project. The APA will be the
US, ensure all phases of the interagency agreement are

to ensure that BOE emp yees are prowded with appropriate information that explains what
the Electronic Trans n Plan to a paperless operating process means, why it is important,
how it will be done v it impacts or does not impact staff and job requirements, how BOE
will be helping its employees 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 |
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
Time Measure .~ | "+ Ongoing Activities
Activity H=Hours |~ Time Per Occurrences Total
M = Minutes. | Occurrence PerYear Hours
Associate Personnel Analyst |
Career and Resource Center (career 2 300 ].. 600
counseling for transitioned employees). R,
Transitioned employees identifying vacancies, Ho 200 = 600
reviewing applications and resumes, filling ’
vacancies to ensure job person/job/skill
matches). o
Job Fairs and coordination with similar agen 24 288
(e.g., FTB, EDD).
Training provided to employees identified to be" | 100 200
transitioned to the new system processes.
Administrative Detail (correspondence, misc 300 300
telephone calls, emails, lia
student training). s -
Total Hours per 1,988
year
Position - based 1.0
on1i 800 hours

Qvertime Requwements

The Personnel Spemallsts malntaln all necessary personnel, payroll, and beneflt
documentatnon Some of their dutles include: appoint employees, maintain the position
rosters; prepare documents to abolish/establish/reclassify positions; prepare and/or review
documents necessary to update and maintain the automated leave accounting system;
request and maintain certification lists; and respond to questions and requests or information

from employees.}, Process a variety of documents to effect appointments, promotions,
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Exhibit Il
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 meetings.to reach an agreed upon
security posture that will meet the needs of each department and the State of California at large.

The requested position will focus one-time hours on project ¢ Iting, security requirements
testing, and developing security policies and procedure Continuing hours will focus on
ongoing risk management, incident response, oversight, and complian onitoring.

Workload Detail
Time Measure ngoing Activities
Activity Total
. Occurrence Per Year Hours
Senior Information Systems Analyst (Specialist)
Monitoring - near real time momtonng of all systv 261 783
tools and methods available from that agency'
Incident Response - Inevitably, thére will be’ Informatlon Sécuri 4 48 192
incidents requiring a well tested
the alert will be the result of a
be required to respond, act
incident until successfully res
post-incident debriefing to de
process improvement. [ncident respe
and validated at least twnce -a year.
forma 10 8 80
Y 1
procedures that
gl|ver online and in-pérsor 12 2 24
technical and‘
delivered at lea
Information Secunty ‘eness training. ation Security requires
ion in a rapidl ! ging threat landscape,
therefore the training miaterial will be subjécted to major revisions at
least annually.
Risk Management - The pro’os “solutlon will require significant 20 12 240
additional work as part of BOE's gxisting Risk Management Program
Whereas, physical secunty controls for paper-based tax processmg is
handied 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 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 lll
Page 1 of 2

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 taxpayers become aware of the
newly designed forms, the volume of incoming calls to the Taxpayer Information Section will
increase immediately. [t is anticipated that there will be an additional 140,000 calls received
each year from taxpayers requesting a copy of a paper returnlprepayment or assistance with
obtaining the account number and log in code so they may print the return/prepayment from the
BOE website. After two years, it is anticipated that the call volume will drop 0 35,000 additional
calls each year.

Position Requirements

Return Processing Efﬁciéhby Projegﬁ :

TAX TECHNICIAN II'

Workload Detall

Time Measure | 2009 10 (Partial) - - 2010-11/2011-2012 Ongoing
 Time Per’ Occurrences  Total  Occurrences Total
Activity M= Miﬁﬁtés Occurren_\cél © Per Year = Hours Per Year Hours Per Year Hours
Answering taxpayer phone M 9 - 35000 5250 140,000 21,000 35,000 5,250
inquiries and processing work .« - A R e s
generated from phone c;z_ll_; L "
Total hours peryear < . 5,250 21,000 5,250
Position'bﬁséd on 1,800 hours per year ' 2971 11T E 29

Page 18 of 24



FL No. X

Exhibit lll
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 Hours Per Year Hours Per Year Hours
BTCS Provide input during development H 3
Develop Training Material H 3
Train the Trainers H 1
Monitor/Evaluate Staff M 15 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 2
Assist with Training Staff M 15 4 1
Assist with Training Remote Agents M 15 4 1
Total AGPA hours]
SSS I Hardware Installation H

Total SSS hours per yea
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Exhibit IV
Page 1 of 1

Automated Payment Process & Web-Based Downloadable Forms Timeline
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FL No.
DATE: February 4, 2009
STATE OF CALIFORNIA

BUDGET CHANGE PROPOSAL--FISCAL DETAIL

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

Title of Propo

RETURN PROCESS EFFICIENCIES

. All Programs

PERSONNEL YEARS
cYy BY BY +1 BY +1

TOTAL SALARIES AND WAGES _« 3.0 $545

Salary Savings -2 -25
NET TOTAL SALARIES AND WAGES 2.8 223 520

Staff Benefits_a/ 66 179

Distributed Administration_t/ 183 194

TOTAL PERSONAL SERVICES $472 $893
OPERATING EXPENSE AND EQUIPMENT

General Expense , $54 $105

Distributed Administration 46 49

Printing

Communications 60 14

Postage

Travel--In-St 3 3

Travel--Ou

Training ™ 7 13

Facilities Operat| 99 235

Consulting & Professional Services: Interdepartmental 600 1,200

Consulting & Profes jces: External 502

Department of Technology Services

Data Processing ) 669 160

Equipment
Other Items of Expense: (Specify Below)

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

_b/ Represents Distributed Administration costs resulting from this BCP. The Distributed Administration costs for existing BOE programs will reflect a

corresponding decrease which will be addressed in the Planning Estimate process.

Page 21 of 24



TOTAL OPERATING EXPENSE AND EQUIPMENT

TOTAL EXPENDITURES (State Operations)

Source of Funds

Federal Funds

Other Funds

General Fund (0001)
Special Funds:
Breast Cancer Fund (0004)
State Emergency Telephone (0022)
Motor Vehicle Fuel Account (0061)

Occupational Lead Prevention Fund (0070)
Childhood Lead Poisoning Prev. Fund (0080)
Cig. and Tobacco Prod. Surtax Fund  (0230)
Oil Spill Prevention and Admin. Fund  (0320)
Integrated Waste Management (0387)
Underground Storage Tank Fund (0439)
Energy Resources Programs Account (0465)
CA. Children and Families First Trust Fund (0623)
Federal Trust Fund (0890)
Timber Tax Fund ,,-f (0965)
Gas Consumption Surcharge Fund (30]5)

Water Rights Fund (3058) Y

=

Elec. Waste Recovery and Recycllng Acct -(3065)
Cig. and Tobacco Prod. Compllance Fund (3067)

Reimbursements (0995)

Net Total Augmentation (Source of Funds)
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BY

FL No.

BY + 1

$2,040

$1,779

$2,512

$2,672

$785

$1,417

$1,255

$2,512

$2,672




DETAIL OF STAFF BENEFITS
AND PERSONAL SERVICES

Staff Benefits Detail:

OASDI

Health Insurance

Retirement

Workers' Compensation
Industrial Disability Leave
Non-Industrial Disability Leave
Unemployment Insurance

Other ¢
TOTAL
Positions S'aylary
Classification CcY BY BY+1 nge
Administration Department
Human Resources Division R “
Labor Relations Analyst 5 5 1958224
Associate Personnel Specialist - 10 10 58200 _u
Information Security Office e
Staff Info Systems Analyst (Spec) 1.0 1.0 70,356
Taxpayer Information Section .~ e
Tax Technician |l 25 - .20 34,908 _o
Blanket Funds: Fon g
Overtime (Various) k- (12 (1.0)
Temporary Help ' 9.0 el
TOTAL SALARIES AND WAGES _ 30 _ 135

FL No.

cY BY BY +1
(Whole Dollars)
$17,060 $39,780
19,743 56,388
28,226 80,616
68 194
119 339
86 245
25 73
438 1,251
$178,886
Amount
CcY BY BY +1
$29,112 $29,112
58,200 58,200
70,356 70,356
17,454 69,816
56,937 45,703
271,836
$232,059 $545,023

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

_b/ 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 Pl 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

Proposed Equipment:
N/A
Total
Proposed Contracts:

Interagency Agreement EDD

Interagency Agreement CSUS, University Enterprises
Smart-Forms Development

EMC (workflow and retreival services)
Communications Installation

Professional Voice Recordings

Total

One-Time Costs:

General Expenses

Communications (includes
Facility Relocation Expenses E
Data Processing (includes hardwar%’ s

Total
Future Savfn
NA
Total
Full-Year Cost Adjustments:
N/A
Total
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ftware, and licenses)

Budget Budget
Year Year + One
500,000 ~ 1,100,000
100,000 100,000
303,000
193,800
5,000
100 100
$1,101,900 $1,200,100
45,200 79,800
54,300 6,700
42,000 75,600
592,000 5,500
$733,500 $167,600




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, from a budget perspective, provide
expenditure authorization needed to cover the costs generated by the increased
workload resulting from establishment of new STJs 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, the last budget 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 Ongoing |

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
STJs (Reimbursements) $679,800,000 $679,800,000
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v DRAFT
STATE OF CALIFORNIA .
BUDGET CHANGE PROPOSAL - COVER SHEET Depariment of Finance
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. ORG. CODE | DEPARTMENT
0860 s State Board of Equalization
A~

PROGRAM ELEMENT COMPONENT
30 Sales and Use Tax 30.20Processing Tax

Returns/30.30 Auditing

Accounts/30.40 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 2009-10 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 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 [] FUTURE
[] YES SAVINGS
NO FULL-YEAR COSTS [X] REVENUE
] FACILITIES/CAPITAL COSTS
PREPARED BY DATE REVIEWED BY DATE
2/XX/09 2/XX/09
Manager, Budget Change Unit Manager, Budget Section
REVIEWED BY DATE DIRECTOR DATE
2/XX/09 2/XX/09
Deputy Director, Administration Executive Director
DOES THIS BCP CONTAIN INFORMATION TECHNOLOGY (IT) COMPONENTS? YES [[] OR NO [X
IF YES, DEPARTMENT CHIEF INFORMATION OFFICER SIGNATURE DATE

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

DATE PROJECT # FSR [] OR SPR []

IF PROPOSAL AFFECTS ANOTHER DEPARTMENT, DOES OTHER DEPARTMENT CONCUR WITH
PROPOSAL? N/A

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

DEPARTMENT OF FINANCE ANALYST USE
(ADDITIONAL REVIEW)

CAPITAL OUTLAY [[] OTROS [J FSCU [] OSAE [] CALSTARS []
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 73% 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 STJs (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 STJs expired during this timeframe, but the

Page 2 of 31



FL No X

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 es. If no augmentation is
provided, the increased number of STJs implemented throughout the will negatively impact General
Fund revenue generated by the BOE in the amount of $5.5 million a '

General Fund Impact
To protect current and future General Fund revenues, th
Revenue and Allocation Unit and 8.5 positions to be
revenue impact is shown below for each area if the
requirements.

JE is requesting 1
ocated to its field offi
is forced to redirect pos

positions in its Local
The General Fund
to meet the STJ

Local Revenue and Allocation Unit — 14 PYs
The average General fund revenue from field auditor = $2
Total annual General Fund loss (14 x $2 = $3.5 millioi

Field Offices (See Exhibit 4) - 8.5 PYs =$2.0

B. Background/History

nd Use Tax Law (§7251 et. seq.). Under this law,
. measures. These taxes are imposed as additional

Contract with the Boa

J, states, 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 quarter 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 timely payments to the STJs. As
a result of adding 52 lines to the tax return, workload will be impacted in th lowing ways:

o Taxpayers will make more posting errors, such as entering the;;tja_x amount on the wrong line. This
requires a follow-up investigation by Local Revenue Allocation Unit (LRAU) staff as well as on-line
adjustments to correct these errors and issue notifications, where applicable.

e Taxpayers will require additional assistance to resolve questions 'r'egardmg completion and/or
correction of returns and schedules due to the increased complexrty pe

e BOE staff will require more time to complete field audi
to the General Fund in foregone audit revenue.

» BOE staff will require more time to process the inc
local jurisdictions disputing distribution amounts.

o BOE staff will require more time to process billings and collect underreported district taxes

“resulting in fewer audlts ompleted with a loss

_ase in the number of petitions and appeals filed by

Currently, staff identifies assignments rnvolvrng redrstrrbutron of. STJ taxes based on thresholds ranging
from $100 to $2,000, depending on the size of the STJ. This results in inequities in the dollar level of
assignments for large, medium, and small STJs. A STJ having a majorrty of smaller taxpayers will receive
a dlsproportlonate level of service for the admmlstratlve fees pald 3

This proposal will also protect $5 5 m|ll|on in General Fund revenue from Ioss

Without the requested resources BOE must red taff at an estrmated cost of over $3.5 million (14.0
positions x $247 OOOIyear) in lost revenues to ithe state General Fund due to unbilled audits and

have a greater |mpact on the smaller and medium sized STJs. This results in a higher ratio of errors for
these STJs Staff should be worklng assignments for the smaller STs i in an effort to provide the servrces
which are accentuated by the threshold mcreases taxpayers would not be provided with fair and consistent
administration of the Transactions and Use Tax Laws and regulations. This is contrary to the BOE’s stated
goal to “lnterpret and apply tax and fee laws correctly, consistently and fairly.”

Increasing the number of STJs results in more complex Sales and Use Tax Returns. The increased
complexity causes field audit and compliance staff expend more time working with taxpayers to complete
or audit these returns. - The ‘additional time spent related to the new STJS takes time away from normal
audit and collection work negatively 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.
Respond quickly and effectively to new tax and fee programs and chg
Be fair and objective in our treatment of all taxpayers and consistent ir

: in existing programs.
Ur administration of the law.

As previously noted, BOE is mandated to adminis e STJ taxes. Therefor

alternative, BOE reques s
STJs. This proposal wi

The resources will all
STJ’s revenue base‘

Fee Programs \}oiuntary compliance is an essential element of effective
the most cost effective means of collectlng taxes. Th|s is consnstent with

resources required to implement and administer the new STJs.
reductlon of General Fund revenues as revenue producing field staff is
taxes which would be necessary to continue providing an acceptable level

Summary of Total _ nal Services Request:

Division/Section/Unit/Position Positions Overtime Hours

Local Revenue Allocation Unit (Exhibit 2 &3)

Tax Technician Il 5.0 540
Tax Auditor 25 320
Associate Tax Auditor 5.5
Business Taxes Specialist | 1.0
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Field Offices (Exhibit 4)
Associate Tax Auditor (in-state) 3.5
Associate Tax Auditor (out-of-state) 1.0

Business Tax Representative 4.0
Total Requested 225 860
Pros:

* Protects General Fund revenue loss of $5.5 million. L
. Enables staff to fulfill statutory and contractual oblrgatlons to. provrde service to the STJs without

Ensures the efficient collection of $679.8 million annually. ;
Maintains the current level of review, compliance, and audrt presence. S
Costs would be partially offset by administrative fees pard by the new STJs. SR

Provides the resources needed for return processmg corrections and billing scheduled accounts for
unreported or under reported amounts.

 Provides resources to ensure each STJ receives the money to whrch they are legally entltled

Cons:
¢ Requires additional resources with associated costs.

Alternative 2 — Implement the new STJs wrthout a budget augmentatlon

generating posrtrons

Pros: T -
e Does not requrre a budget augmentatlon

o Over $5.5 mrllron in lost revenues to the state General Fund because of unbilled audits and uncollected
billings due to shift of field posrtron to handle lncreased STJ workload.
. Dlmlnlshes the current level of reV|ew compliancé and billing of return underpayments

"'mcreasmg workload.”
Program effectrveness and accuracy of STJ revenue allocation and cost assessments are jeopardized.
¢ Increase in the number of taxpayer errors on tax schedules prepared by taxpayers that are not detected
by staff which adversely impact revenues due STJs in current and future periods. This promotes
inequities between small and large taxpayers due to the inconsistent enforcement.
Results in delayed or improper allocation of revenues to STJs.

s Level of service is adversely impacted. The STJs will not receive the quality of service commensurate
with the administrative fees paid.

e 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% 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.

e 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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e Could result in increased traffic, delays or abandon of developing infrastructure for public
transportation, increased demand for repairs to public transportation.

e 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

BOE is currently completing a “Restacking Consistency Plan” for BO iy

' Headquarter building. This plan
will allow BOE to address current optimum occupancy issues, align program functions/activities, identify

additional offsite lease space, and to allow for growth. However"for the field o '_c;e staff, there appears to
be sufficient space to accommodate the new staff. If any addltlo_nal facility issues arise, it will be resolved
by reconfiguration of office space and use of “hoteling” of audit staff as needed.

F. Outcomes and Accountability

ély collect and distribute revenues to
curately distributed to the new STJs in

This proposal will enable BOE to carry out its statutory ma
the newly approved STJs. Staff will ensure district taxes a

compliance with the Transaction and Use Tax | Law the local ju dictions Ordinance and the Contract for
Administration. The revenue associated ‘

be reported to the STJs quarterly and is ‘sul
Public Accountants.

The BOE proposes that the_{ commended alternative be effective July 1, 2009. Prescreening and non-
commitment: interviews of P ential candidates will begin prior to the fi scal year in order to gain the
immediate benef_it of the increased staff with the approval of the new funding. Training of new staff will
begin immediately until e aches fully trained journey level status.

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

July 2009 — June 2010 July 2010 — June 2011
o Get infrastructure in place (PC’s, phones, e Continue integration of permanent staff.
printers, cubicles, etc) for staff. e Ensure staff is receiving adequate training
e Hire personnel effective July 1, 2009. and exposure to move challenging
e Train newly hired staff. assignments as they gain experience.
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¢ Begin integration of newly hired staff with s 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 meéfiiﬁts';ét’ét"utory and contractual obligation
to efficiently administer the mandated provisions of the Transaction and Use.Tax Law, and to administer

duties required under the Contract for Administration whiyle‘fpfr"g‘té?:ting the BOE's revenues.

l. Fiscal Detail

See attached ‘Fiscal Detail".
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The New STJs
Tax
Rate
Effective October 1, 2005
1. City of Ukiah Transactions and Use Tax 0.50%
Effective April 1, 2006
. City of Scotts Valley Transactions and Use Tax 0.50%

. City of Dinuba Police & Fire Transactions and Use Tax
. City of San Rafael Transactions and Use Tax
. City of Salinas Transactions and Use Tax
. City of Merced Transactions and Use Tax
. City of Porterville Public Safety Transactions and 2
. City of Tulare Transactions and Use Tax

o~NOODAhWN

Effective July 1, 2006

9. City of Laguna Beach Transactions and Use Tax 0.50%
Effective October 1, 2006 o
10.City of National City Transactions and Use Tax 0.50%
Effective April 1, 2007

11. Clty of Wllllams Transac ior 0.50%
12. ‘ 0.50%
13. 0.50%
14. 1.00%
15. 0.50%
16. 0.50%
17. 0.50%
18. 0.50%
0.50%

0.50%

0.25%

0.25%

0.50%

0.50%

. I 0.50%
26. City of Delano;Tran ctions and Use Tax 1.00%
27. City of Hollister Transactlons and Use Tax 1.00%
28. City of Ceres Transactions and Use Tax 0.50%

Page 9 of 31
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EXHIBIT 1
Page 1 of 2

Estimated
Revenue
($millions)

$1.8

0.8
1.3
7.0
9.5
5.3
2.1
2.7

2.0

13.1

0.2
1.2
3.7
0.2
0.5
2.7
1.2
45
0.4
0.5
1.1
5.6
46
16.8

1.8
3.2
3.6
23



Effective July 1, 2008

29. City of El Cerrito Street Improvements Transactions and Use Tax
30. City of Reedley Public Safety Transactions and Use Tax

31. City of Sanger Public Safety Transactions and Use Tax

32.

City of Seaside Transactions and Use Tax

Effective October 1, 2008

33.

35.
36.

City of South Gate Transactions and Use Tax

34. City of Mammoth Lakes Parks, Recreation and Tratls'Trans & Use Tax
City of Pacific Grove Transactions and Use Tax - ,:';;.

City of Pismo Beach Transactions and Use Tax -

Approved in November 2008 Election

37.
38.
39.
40.
M.
42,
43,
44,
45,
4B,
47.
48,
49,
50.
51.
52.

City of Port Hueneme Transactions and Use Tax
City of Trinidad Transactions and Use Tax

City of Arcata Transactions and Useé Tax .

City of Campbell Transactions and Use Tax™ - -
City of El Cajon Transactions and Use Tax
City of El Monte Transactions and Use Taic
City of Eureka Transactions and Use Tax:
City of Arvin Transactions and Use Tax
City of Galt Transactions and Use Tax

Caty of La Habra Transactlons and Use Tax

City of Oxnard Transactions and Use Tax

Amador County Transactions and Use Tax' = -..
Sonoma/Marin County Transactions and Use Tax
Los Angeles County Transactions and Use Tax
Pico Rivera Transactions and Use Tax

Page 10 of 31

Tax
Rate

0.50%
0.50%
0.75%
1.00%

= 1.00%

“'-E;.o 50%

Total

1.00%

0. 50% )

0.50%
0.75%
0.75%
0.25%
0.50%
0.50%
0.25%
1.00%
0.50%
0.50%
0.75%
0.50%
0.50%
0.25%
0.50%
1.00%

FL No X

EXHIBIT 1
Page 2 of 2

Estimated
Revenue
($millions)

10.2

28 4
487.5
2.2

$679.8
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EXHIBIT 2

Page 1 of 3
STJ WORKLOAD MODEL

The STJ workload model was requested and supported by Board Members and is used to determine the
resources needed to administer new STJs. Based on the number of permits, each new STJ is classified into
one of five groups (Very Small, Small, Medium, Large, Very Large). This data is then applied to the workload
standards in each organizational area to determine the resources needed to accommodate the new STJs. The
model was not designed to calculate STJs larger than 200,000 permits therefore these calculations are made
on a district by district basis since there are so few. Listed below are the BOI s organizational areas impacted
by the new STJs and the resources needed as indicated by the model.

Local Revenue Allocation Unit (LRAU)

LRAU staff provides the primary assistance for new STJs
providing:

. Revenue projection and collection information by
differences with local tax analysis, etc.) B
Basis for fluctuations in STJ distributions by industry type or account. -
Necessary corrections of taxpayer errors in reporting
Billing for unreported or understated taxes, and
Appeals process for STJs to dispute any discrepancies

the administration” of the SUT Program by

unt (advances, amounts" rted, statements,

Return Processing, Pre Unload

Staff is required to process the Schedule A on
of this work is ongoing as certai

Evaluating revenues
dlstrlbutlons

errors between multlple districts, failure to report dlstnct taxes for sales
ith local taxes where appllcable) and under reporting.

. The large number?)f,,new 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) = 02PY
Tax Auditor (Taxpayer Contact) 885,927 entries/ 4,730,680 (entries per PY) = 02PY
Tax Auditor (Processing Returns) 885,927 entries/ 2,365,340 (entries per PY) = 0.4 PY
Tax Auditor (Adjustment / Approval) 885,927 entries/ 3,153,786 (entries per PY) = 0.3PY
Tax Auditor (Notifications) 885,927 entries/ 4,730,680 (entries per PY) = 0.2PY
Tax Auditor (Associated Functions) 885,927 entries/ 4,730,680 (entries per PY) = 02PY
Rounded Total 1.5PY
Tax Auditor (Start Up and On Going : ’ 1.2 PY
Transitional) /b
Total 2.7PY
Total Tax Auditor Required 25PY
Overtime Hours (Balance of 0.2 PYs) ‘ 320 Hours
Associate Tax Auditor (File Review) 885,027 entnes/‘,, “* 2,365,340 (entries per PY) = 0.4 PY
Associate Tax Auditor (Taxpayer Contact) 885,927 entries/- ... 2,365,340 (entries per PY) = 0.4 PY
Associate Tax Auditor (Processing Returns) 885,927 entn_aa 71,182,670 (entries per PY) . 07PY
Associate Tax Auditor (Adjustment / 885,927 entries/ 1,576, 893 (entries per PY) = . 08 PY
Approval) e :
Associate Tax Auditor (Notifications) 885,927 entnés_l, 2,365 340 (entnes per PY) = A4PY
Associate Tax Auditor (Associated 885,927 entrlesf . 2,368, 340 (entries per PY) = 04 PY
Functions) E
e Rounded Total 2.9PY
Associate Tax Auditor (Start Up and On Going - - 286PY
Transitional) /b
Total Associate Tax Auditor Required Total 55PY
Tax Technician Ill (Iris System Check) /- 1,337,151 (entries per PY) = 0.7 PY
Tax Technician Il (Processing Returns) 885,927 entries/ .~ .~ 668,576 (entries per PY) = 1.3PY
Tax Technician 1l (Edits questloned D|st} 885, 927 entnest*’ 1,337,151 (entries per PY) = 0.7 PY
; " Rounded Total 2.7PY
Tax Technician |l (Backlog a' ongomg) 1.0 PY
Tax Technician lli (Start Up and On Going - 1.6 PY
Transitional) /b £ :
e Total 5.3 PY
Total Tax Technician Ill Required SRR 5.0 PY
Overtime Hours (Balance '6f’Q’.,3 PYs) et 540 Hours
Business Taxes Spemahst l (Advance 1.0 PY
Process) /a . i
Rounded Total 1.0 PY

Entnes refers to line entries on Schedule A Computatron Schedule for District Tax

al The incréase in the number of new dnstncts (52) that have already been approved by the voters, resulted in (96) active jurisdictions and (18)
terminated JUrISdICtIOI'IS still receiving payments which will require a position devoted to preparing and making advances as weil as responding
to districts budgeting questions. [n order {6 prepare and maintain the schedule of advance payments for active and discontinued districts as
reqwred by law and complete the analysns of dlstnbutlons the Local Revenue Allocation Umt |s requestlng a Busmess Taxes Specialist |
other staff members (Assomate TaxAudnfdrs) time to assist in the projection of the advance estimates, resuiting in workload backlogs to the
Associate Tax Auditors.”

Prior to the second quarter of 2005, the Local Revenue Allocation Unit was responsible for administration of 40 STJs. Between the 2" Qtr
2005 and the 4™ Qtr 2008, 73 hew 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.

b/ 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 Loca! Revenue Allocation Unit
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EXHIBIT 3
Page 1 of 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 of the model generated the
following estimates of the positions required by the Local Revenue Allocation :

The permanent positions are for district tax workload (start-up
In the periods since 2™ Qtr 2005, there has been a sharp in
transactions and use tax. Many of these district taxes
bond measures for the subject projects As the projects t

Tax Technician Il
Tax Auditor

Associated Tax Auditor

Total

consideration was given to the on going workload assoc1
from one district to another

4,730,680 (entries per PY) = 0.2PY

4,730,680 (entries per PY) = 0.2 PY

2,365,340 (entries per PY) = 0.5 PY

3,153,786 (entries per PY) = 0.4 PY

n 4,730,680 (entries per PY) = 0.2PY

1, 091 739’entrles/ 4,730,680 (entries per PY) = 0.2 PY

24,441,846 Rounded Total 1.7 PY

1,091,739 entries/ 2,365,340 (entries per FY) = 0.5 PY

22,076,506 Adjusted Total 1.2 PY

1,091,739 entries/ 2,365,340 (entries per PY) = 0.5 PY

1,091,739 entries/ 2,365,340 (entries per PY) = 05PY

1,091,739 entries/ 1,182,670 (entries per PY) = 0.9 PY

1,091,739 entries/ 1,576,893 (entries per PY) = 086 PY

1,091,739 entries/ 2,365,340 (entries per PY) = 0.5PY

1,091,739 entries/ 2,365,340 (entries per PY) = 0.5PY

12,220,923 Rounded Total 3.5PY

1,091,739 entries/ 1,182,670 (entries per PY) = 9PY

11,038,253 Adjusted Total 2.6PY

Tax Technician Il (Iris System Check) 1,091,739 entries/ 1,337,151 (entries per PY) = 0.8 PY
Tax Technician lll (Processmg Returns) 1,091,739 entries/ 668,576 (entries per PY) = 1.7PY
Tax Technician Ill (Edits questioned Dist) 1,091,739 entries/ 1,337,151 (entries per PY) = 0.8 PY
3,342,878 Rounded Total 3.3PY

Less: Tax Technician Ill (Processing Returns)/a 1,091,739 entries/ 668,576 (entries per PY) = 1.7 PY
2,674,302 Adjusted Total 1.6 PY

a/ Return Processing duties were not included in the estimate as the Local Revenue Allocation Unit is currently responsible for processing entries for two

existing special tax jurisdictions for Los Angeles County and the additional district will not result in significant increases in workload for the return
processing function.

‘Page 13 of 31



FL No X

EXHIBIT 4
Page 1 of 1

Field Offices Audit Program

BOE maintains an effective audit program to ensure taxpayers report neit
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 than 88% of all taxable sales in the state.
Additional audit time is necessary to conduct verification of the tax reported and additional time is required
for the allocation of understated taxes. Historical data mdtcates that on average an audit involving an STJ
increases the time to perform the audit by 5%.

294,264 (entries per PY) =
588,528 (entries per PY) = =
+%, Rounded Total

Tax Auditor (File Review) 885,927 ¢
Tax Auditor (Taxpayer Contact) 885,927 entries/

Field Offices Compliance Activities

BOE’s compliance staff ensures sellers properl" mit requirements, they assist taxpayers in
interpreting tax laws and regulations, they provide classroom instruction for ‘taxpayers that are newly registered
under the SUT Program and they provide individual assistance in the “correct preparation of tax returns.
Compliance staff is also engaged in collection actrvmes on bllted amounts related to underpaid district taxes as
well as billing amounts related to delinquent accounts resuttmg from returns not filed. The compliance workload
increases with respect to taxpayer adv;sory services. and return aSS|stance as a result of the new STJs.

Taxpayer Advisory Servrce

Comphance staff encounters an lncrease m the number of taxpayers requiring assistance in the preparation of
their tax return. A study showed that simple tax returns take compliance staff an average of 1.5 to 2.5 minutes
to prepare, moderately difficult tax returns 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 junsdlctlons) take compliance staff an
average of 6 to 13 minutes to prepare Each additional transit district tax increases the time necessary to
prepare areturn. :

Business Tax Rep (Activities within STJ) 885,927entries/ 345,095 (entries per PY) = 26 PY

Business Tax Rep (Activities outside STJ) 885,927entries/ 690,190 (entries per PY) = 1.4 PY
Rounded Total 4.0 PY
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EXHIBIT 5
Page 1 of 1
STJ WORKLOAD MODEL
Revenue
Estimated
General Fund

Number of Marginal Revenue Portion
Classification positions (63%)
In-state ATA 3.5 246,000 1 $ 542,430
Out-of-state ATA 1 271,0007-% 271,000 $ 170,730
BTR 4  $1,008,736 $ 1,202,504
Total $3,040,736 | $- 1,915,664
Costs

Estimated
General Fund

Number of Estimated Cost Total Cost Per Portion
Classification positions FY (63%)
In-state ATA 3. ” 112,857 395,000 $ 248,850
Out-of-state ATA 1 127,000 | $ 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, local and STJ taxes. A significant
number of taxpayers report taxes for one or multiple STJs, some may report for all 115 STJs. Increasing the
number of STJs results in more complex Sales and Use Tax Returns. The increased complexity causes more
time spent processing returns and completing field work associated with these taxpayers. The increased
number of STJs results in additional workload, but taxpayers and BOE staff must also monitor the difference of
start and expiration dates for each STJ. The additional time spend related to the new STJS takes time away
from normal audit and collection work negatively impacting General Fund revenue. The following examples
show the complexities of the SUT returns and field workload resuiting in the increased workload. Example 1 is
a copy of BOE’s current Schedule A2, Computation Schedule For D/stnct Tax. This return is currently being
revised to add the new STJs beginning in 2009. Example 2 is from an actual audit report showing the
allocation of the district tax. As you will note, the tax adjustment must be reviewed for each STJ and the
appropriate allocation be made to each impacted jurlsdictlon [n thus case the audlto‘r made adjustments for 85
STJs. ; g

The following flow chart provides a high level overwew of the return process and a Ilst of other BOE areas
impacted by STJs. i v s

SUT Return is Mail Room Cashiers Unit Key Data Entry
filed »  receives return processes payments Unit enters each
line of the return.

| A

y
y

Y

Return Analysis | Local Revenue | = Taxpayer Scheduled returns
Unit reviews | Allocation Unit |-~ | Records Unit to
returns. g reviews localtax [~ file the returns
allocation. s

Y

Other Impacted Areas

¢ Field Offices

o Registration

o Audit

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

O 0O OO0 O0OO0OO0OO0O0O0
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DRAFT
Example 1

BOE-531-AE2 {51) REV. 3 (1008

SCHEDMRE AEZ - COMPUTATION SCHEDUALE FOR DISTRKCT TAX - Long Form

Finance Letter No X
EXHIBIT 6

STATE OF CALIFORMA
BOARD OF EQUALIZATION

l DUE ON OR BEFORE

A1 | ENTER ameourk from ine 2 on the front of your Corsumer Uss Tax Retu 3 K0 4]
AZ/AZ | ENTER purchases of tangible parsonal propasty on which disirct use axdoes notapply ' 000 | - 00
4 | SUBTRACT I AZAS from line A1
{AIDC R S A7IOLNE (0 i OOTect st By Fass i cobmmAS) 4 00
PLEASE READ THE INSTRUCTIONS ON PAGE 5 BEFORE COMPLETING THIS SCHEDULE
DISTRCT TAX AREAS AS KEIAT L1 AS - RIE
ALLOCATE LINE AL TO AR [ 4} TANABLE AMCUNT TAX DHETRICT TAX DUE
CORRECT DISTRICTS) DEDUCT |-} A5 pmimiries AGIAT | RATE Mutipty A8 by A9
ARJUSTRENTS
Al AMEDA CO. og7 015 |8 om
COLUSA CO.
Chy of ‘WalKsms {E71. 4-1-07} 139 D05 o
CONTRA COSTA CO. 025 % £0
£y of Bachmond 086 15 .00
City of Pnole {EXT. 4-1-07) 11 mns m
City of El Cerrita (ER. 7-1-08) 175 A5 0D
EL DORADO CO.
Chty of Placandie 070 | ' 0025 o
City of So. Lake Tahoe L 05 | 00
FRESNG CO. 098 0072S 20
Ly of Clows [Expired 9-30-05 100 Discomkinued | L1025 00
L&y of Sekma [ETF. 4-1-08 160 01225 oo
Chyof Readiey {E0. 7-1-00} 17 01225 00
Chy of Sanger . 7-1-08} 173 .0147s oo
HUMBOLOT COL
CRy of Tamdad 052 o1 00
IMPERIAL CO. 020 D05 ]
iy of Calegos Expied 3-3106) 046 Discontirued m o
INYO CO. 014 005 o
KERN COUNTY
iy of Delaria [EX. 4-1-08) 170 | | o | 200
LAXE CO.
Ty of Cleartaks 058 005 00
City of Lakeporl 101 005 00
LOS ANGELES COL 036 N 00
City of Avalon 078 15 0o
£y o Inglewood {BIY. 4-1-07) 13 015 na
CEy of Soueh Gate T 10-1-08) 182 02 0
SUBTOTAL Alla pdcamoumnts i cobivm A I i 635 page. D1t i bt tere and onine ATTE baiow,) 5 00
Conatiaued ot page 2
A11a | SUBTOTAL DISTRICT TAX Page T, enter e intalifiom the A TTa atowe ) 5 00
AND | SUBTOTAL DISTRICT TAX (Page 2 ara He aota o tine ATIS o0 page 2} 00
ANC | SUBTOTAL DISTRICT TAX fPage 1 eter te fotf o e ATTc on page 37 ]
Alld | SUBTOTAL DISTRICT TAX fPage £, enter e tota forr dne ATTd on gage 4] 09
A11 | TOTAL DISTRICT TAX (A00 s AT 12, ATI0. ATIC ano AT Id. énter rere o an tng T on thefm of | 0
your Censurer Uise Tax Return)} .

Pag=1
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BOE-531-AE2 {52) REV. 3 (10-0¢)

DRAFT
Example 1

SCHEDULE AEZ - COMPUTATION SCHEDULE FOR DISTRICT TAX - Long Form

Finance Letter No X

ACCOLNT MEER REFOR TING FEROD
ISTRICT TAX AREAS mﬂTEaleEMTD ﬂmt;lﬂdnfuuc'r{-i rms“mm Ta; D!ETR!C‘;}?AXE.E
CORRECT DISTRICT S ADJUSTMENTS A5 Ftﬂiil! ASIAT RATE Muiply A2 by 49
MADERA CO. {ET. 4-1-07) 171 00
MADERA CO. {Expirad 9-30-05) 034 |  Discontinued 005 Do
MARM COD. 12 Dos o0
City of San Rafzal 126 01 00
MARIPOSA CD. 103 005 0o
MENDOCIND CO.
City of WiKs ou4 .Dos 0o
City of Poirt Arena 085 Dos 0o
City of Fort Bragg 084 005 .00
City of Ukiah 122 DOS 00
MERCED CO.
City of Los Banos 104 005 0o
CRy of Marced 17 D05 oo
HONC CO.
Tty of Mammatn Lakes {ET. 10-1-06) uxJ 005 0o
MONTEREY CO.
Chy of Sand Cry 105 005 oo
Cky of Salmas 128 DS 0o
CFy of Dal Rey Oaks [EF. 4-1-07) 145 0 a0
Chy of Seaside {ER. 7-1-08) 190 o3 0d
City of Pacific Grove (EN. 10-1-08) 124 o fioi]
NAPA CO. 085 Dos 20
HEVADA CO. 063 125 .00
Tawr of Truckea 050 DOB2S .00
CRy of Nevada City (EXT. 4-1-07} 147 D0B25 oo
ORANGE CO. 037 006 -
Gy of Loguna Beach [EX. 7-1-06) 115 m 0D
RIVERSIDE CD. 026 006 00
SACRAMENTO CO. 023 D05 oo
SAN BENITO CO. 0o
Chy of San Juan Baststa 106 JO07S 0o
City of Holister (M. 4-1-08) m o 00

SURTOTAL ATID (A amaunts incolumarA M o rhis mege. Exdor o btelfiors 37T on e A? H off paga ! of Scimdife RE2 )

g
L

Page 2
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BOE-531-AEZ {57) REV. 1 {10-0

DRAFT
Example 1

SCHEDULE AE2 - COMPUTATION SCHEDULE FOR DISTRICT TAX - Long Form

Finance Letter No X

ACCTHMT NUMWEER REDCATING FERICD
DISTRICT TR ARCAS A% BESAT Az A3 XI0
CometT eTHeTs| A | ey | v | iy ain A

SAN BERMARDING CO. o 005 £a
Cy of Morkadr 08 na7s o
ClyoiSan Benaono{SL 41-07) 119 a7s o
SAN MEGO CO. n3 D05 0
Ciyof El Cajan 110 01 o)
TRy of Naticaal CRy [EST. 10-1-06) 137 .h15 oo
City of Vista {EN. 4-1-07} 151 o 00
SAN FRANCISCO CD, 52 0135 0
SAN JOAQUN £O. 038 005 0o
Cry ot Stockton 112 0075 00
City of Manteca {7, 4-1-07) 153 m 00

SAN LANS OBISPO COD.
City of AFOYS Grande {EST. 4-1-07) 158 05 0
Cry of Grover Bieach (B 4-1-07) 155 D0S pLY
City of Morro Bay [ET. 4-1-07 156 05 00
Chy of San Lus Onispo JER. 41-07) 157 oS o
Tty of Pismp Beach [EF. 10-1-0) 185 .pos 00
SAN MATEQ CO. 019 ) o
SANTA BARSARA CO. 030 05 m
SANTA CLARA CO. 124 m £a
SANTA CLARA CO. (Exphed 3-31.06) 064 Discontinued om o
SANTA CRUZ CO- D62 AG7S £0
Ty of Cagtinia 14 n £0
Cty of Scots Vailay 130 mzs £0
City of Saqta Cruz 17, £-1-07) 1350 M ™
CRy of Santa Cruz Expied 3-31-07) 000 | Descontyued 51 £
Oy of Watsomviie £ 4-107) 161 o1 )
SUBTOTAL Al11c Mm&mzmMﬂmmmm:QOmencmpgn Fof Schoduly AE2 } Aoa

Contred o mge 4
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Finance Letter No X
DRAFT EXHIBIT 6

Example 1

BOE-531-AE2 {S4) FEV. 2 (10-08)
SCHEDULE AE2 - COMPUTATION SCHEDULE FOR DISTRICT TAX - Long Form

llocmwrmn REDOR TG FEROD

DISTRICT TAX AREAS m’l’!’als_llli A TO | ADD ('4-)%&!31’ {-¥ TAHBLEHMUHT 'I"A’;t mm?gu DUE
CORRECT ; ALPUSTMENTS. A5 phelerae ASTAT | RATE Musiply A8 by AS
SOLAND CO. 066 001zs | % o0
SORCMA CO. 116 DOS £a
T2y of Sabastopol 118 007 00
CRy of Santa Rosa 120 0075 o
STAMISLAUS CO. 058 Do1zs o0
CRy of Casas [EX, 4-1-08) 173 DDB2S o
TULARE CO. [EF. 4-1-07) 162 DOS £0
City of Visaka 163 007s Kesl
City of Farmerzvile 164 £a
City of Dinuba 165 mas 00
City of Portervie 166 - 0o
City of Tutare 167 .m oa
TUOLLIMNE £O.
City of Sonora 093 r l 005 L m
YOLD CO.
CRy of West Sacramento 081 005 g
City of Daves oss 005 00
City of Woocdand (£, 10-1-06) ‘¢38 .D0S 0
€Ly of Wooand (Expred 6-30-06) 07s Deconirued D06 0
IELI BTOTAL ATHd {Aad amounts Lrcolumer & MNiourihis pege. Endor e boial harm Arkd'on ling AT I on cege | of Schatuie AE2) Jj mj

Page 4
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Balance ataf 228087
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DRAFT
Example 2

Finance Letter No X
EXHIBIT 6

1418509
Hagee: 1

State Board of Equalization - Sales and Use Tax Department

FIELD BILLING ORDER

Casza d:
Laad Ruditor:
Supepdisor:
ot o b 4 s
Fanit I

L

ALLIA Ze PiDcE v v il el

e Dpcombor 15,2008

T pIME NN

£ et i e

A At S - W TSN

. Nt UL T P-1)

TAXARLE MEASURE DISCILOSED BY EXAMINATIDN OF TRXPAYER'S HEGORDS

il

)

Creoit for zonditionsi-seis rentsla
tarod L erpor-1 o LT 10.03C-
LELADT to &30 F88-predecTior Eas
Creddt far fanditional-nals rens
Yaze® An error-1i0,000 o LT
FIAOM-1171/07 1t &S/50°00-
prafectisn Dasis.

Cradit tor conditienal-zalc renislis
Laxed in erra--T0.CL0 § avwss-
FSLART ta ASI0AOR aeTanT .

Cr¢dit tor :mdiTiciral-solc rentals
teved in orrer N07 orcdited on
PrenoeTion basis er 1FAL A O1RE-Ll-
Hcbanl.
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Finance Letter No X
DRAFT EXHIBIT 6

Example 2

g | ¥4 Fatd &
Fage. &
State Board of Equalization - Sales and Use Tax Department
FIELD BILLING CRDER
AceouEmd Mo
Gasa it -
DITAILLD AHALYSIS OF TAXABLE MEASUNE BY JUNISDICTION
AZHC ACTTY AM ARML B.l."-;r
[Liztrictsd R A LS T ) JEdzboics idjsteiet

Lergdi® tus sxndifional-sale “EATRlR

taxdd dn arro~-1 o LT L2.ULD-

1214cf i3 Grec /U8 -prodiecliva byuls. -T.158 -7,198 -2 -1s2 -7.19
2 Crediz tsr conditionyl-sole ~entel:

tuved in errar-10.230¢ <o LY

T4.00X 11/2/CT =0 55305 0K-

grojestiar bazis. - 8rl ~TH,ET ~28 ~t.&92 ~Ta;E?
2 fiedIt tar 2snditional-zale rantils

Tapee i Areze 7R 000 B ever-

173407 ta S/IUZUH wetaka. 1] a z n
6§ yrecik “ar eerdicional. saly ranitalu

spape 59 nrver na! erwsObed op

prejuzl i bawla sue 128-1 5 [2B-1-~

metlal. a o ] n
t-82-69 3-p2.Co¥ a-ss s-1LIvn & Ez.ol
CBARTZ BEARTS [iad3 Cia ~LF
———fOlgiriet) ilizEsragzd o Skbstmisty o APissmagil _ lDdskesct
1 Zredik far caeiticral zsla rentals
taxed 4r ocrgr-l be LT L0, 3440
1LALAN? to 4SAN/NYE projeclion Uasis., -5 ,SBY ~4,838 =575 -5 ,3&8 -3
I Tradll fop candlitlzral-dale rentals

temed i oreor-L2, 000 to LY
FCIDI-L1/107 Lo &/3C 08~
arefaction Basis. ~56,.31% ~al LY T ] ~03.bLG -5
3 Zrgdit lfor conditlanal-s52l: remtals
tuxesd ir srrur PG, 000 4 wvo-
21700 I A730CLE - astual. ] 1} I L]
Sreidil for coadliticral-calie rontals
FTanud Ir wrrar niol crodfitsd on
srecomztion Ewais per L34 1 4 123 1-

4

s<ivnl. '} 10 [ &
i-451.%746 P-fFelhw 3-50, 459 §-43
CF3T CHES LY Lo DHE
ialnaracty s tracts LiLsTrisy tlz=ztrazel st

1 Trudit for conditiosnaZ-sals rentals

taxad lr srroc-1 t» LT 10,00D-

LALADT to /731708 -arciestion 28sLs, -a¥e La 1]
& fevdit fosr condltlioasl-2ale rermtals

taxsed 1r arFvor-1C,0BC to LT

70,3217 1171767 te &/3C708-

®
&

2P ED ar aasis. -3 27 LR Qlie o -14
1 iradat t=- sonditisomel sule roertala
- L300 b over-
SOE-actLal. o 0 4 ]

4 Cruwdlt fopr 2onMitional-Zala rentals
tmx4d 1r ®rrz- ol z2redilecce wn
prajactisi Zanlu per L0A-L & 12B-L-
el 3 u C

$-3,532 3 -4 -7 ) t L4
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Finance Letter No X
DRAFT EXHIBIT 6

Example 2

iw. Lel2ets
Fauin: 3

Siate Board of Equalization - Sales and Use Tax Department

FIELD BILLING ORDER

BEEOLINT NG
Ganm Id.

A

RETAILED ANAIWEIS OF TAXLARE F MFASIIRE BY JUBISOHCTIOMN

_ ECPS rosg FCTA FLZA SHEH
(Dizcrict) Lhist=iued ooiblatedctl Elzt-icty M Y

Seedil far eonditlonal-osane rentaia

towcd ir peen~-~1 138 LY 10.000-

LALeny to 623408 projastion nanis, “1.5835 -2 HEE -2 EE2 ~Z.ERD -F
Sradit tor mrnmcdillasal-saZe rentals

gassd fr meesr-1c,ppc tz LT

FAARI-LILTLTF fm H/RAINA- )

arzqeztiar Ja=iy. ~1G, 2e2 -3y A0E 31,528 ~ALse0s - ARG
Sreedlt fer condaitisral-rals rentals

LazwZ ir error-TC,. 003 4 pwar

LALAUY Lle BARIS0E-mctual. o 3 H 4 [
srcart fFog- sonditleral-sale rentaly
kEases :r eredf fot sreiited on
argpyestoor SL421% @EePF 138-3 4 123-3-
ambsl. n ~2.6TF -2 AT -2 &7
£:17,787 ¢ -38,%454 " 5-34.946 Tt as.mes %6
H._57 ICHT E¥1a JHEL
— - ibExtrasid Digkrliesy ipigcrentl o Addrtrist)

fmr comditioral-zals ~afkalz

ir srreor b 27T 1O 080~

11757 te n230/nd-prujentliss Easis, -6 ~5,&47 “l.0%8 -5 SRl AT
frr oen ciehal-ssle ~enfals

ar sredi-L2 A8 o 8T

FARGE-2151707 to 2/500CE-

3TOYRLLICn Bamix. ~Z51 ~6E,841 -it.lew -
Irodit ter EnABIl.sielesele ~éLals

Tuxes SF srror-TH R0 & cwne-

to GAMDSCE-moTast . u a 4 u
for soanit mriAl-asale ~oiaTaly

T2k0d i srrer nal cersdiled i

vrsisction kastn pee 12221 2 LON0-1-

"
o
3]

R TR

o ¢ : 0 -T2

FECT T v rL, 5858 i-13.263 $-814  i-k%T.35

LE~E LR35 LEB4 41 HEE

i (i fnty shiizkrissd Crial-2etd fRixtirietd sRIsTeicn

Evaiil far sangitionnl-sals rertalzs

tmzed in aresn-1 o LT 10, 0600-

cFLPUY la &F3RUFUE-drojectlon braix. AL B ~ES0 = nEn
Crspit tar condilisnal-sels eentals

taxed n eres- 10000 re LT

FTIOOI-115546F te A22070G8-

preqogtoiar ossis. ~STH A3 ~1,749E ~GN.4ThH L] k2
Crzgdt tar comditiawal sale Femtals

Poxod in wives RE.00C 1 vt -

SALFY lun SX3CAIE-actual. 3 [ n G
Crapil 1ar Sandltisrol-sale rentals

Fmzed ia wrrs~ soT credlTrd nn

mrejucilan basis per i28-0 & 1TF &

v
i
L)
v

astual., ~2.EGD 1] 1] 3
¢-£17.35¢ T ogez,uRy 5 55,044 £-%, 523 5-72
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DRAFT
Example 2

Finance Letter No X

EXHIBIT 6

1 17515
13- [T
State Board of Equalization - Sales and Use Tax Departmant
FIELD BILLING ORDER
Aeeniunt Na
Cusela:
DETAILED ANALYSISQF TAXARI F EASURE BY JUBISDICTION
HRZD FTIR KTF3 4TFR ynat
IDinTeion) . (Lastrinkd Cilizirieti o {bzotrizly izt -dz
1 fewdjib for zercizZicial sw'e roptals
Tased im oerraor-i te LT 3,.0uD-
A£US08 1D /50408 aradecticn Dasis, BT .1 1,89¢ ~39% ~Y 02 C 1t de
E Irgdii fur vunditlpaalesala ranTeln
tawsd in wrrar-(8, M0 te LT
TG O0QO-1E 15T ca 4S5Co08-
prejyeslice =axix, -G 082 ~i%,ATT A, 07 B ¥ EIa L1}
¥ Qredil for cengllicral-sale pPAGTALS
Taxrd ir prrereTR,000 & ovar-
PAYTA0Y ta SO I&-geEdad . ] [ n a i
&  [Credit faj cenditizaval-sale rantels
Taany in wrrne onot srocitoud of
2oL iwckior nasys ase LJA-L 8 1DH-1-
eCtual. J [ L u !
¥-B.57C t-16,. 728 & .42 LIS I LS AN 2.8
MYFL PeEl ICTA PLFE FELE
(4gtrizts . Klizoriet: . (Jixzrcigs: . (Lissrazty s XA LT 4
1 (=wdii rer corclizional xaie rentals
Iwend s grror-1 2o LT 10.030~
LETeQT ¥ wr3UsuB-prugwsation busis. ~7a8 -G Ly A 1 -8y L4
F  rendds far coidilbimral-malce remtals
itar=a tp orrer-iC 0dp o 1T
TR ICE-TLALANT to 20002
S @MU I3y HASTE, 7,455 -7al La%..20 -HiE -5,54
3 Zrwlitb res ramMi-innil o sule -entaln
taxad I wrra~-2U0, 340 & svar
LALADY b 4433/0B-onctL 2. o 2 SR ThY [}
S Lreddt fur coselllonal-sale PAATaLX
taked i wrrp- b ecredibed s
profectios hexis p2r 12R-1 & 37B-0-
ant.ol. C g ] 2
+-2.2%1 @ iy FeZour . M LY £-7.5:
FTVL TS [ | oG T DR
Rz rinkd ihagkrycs) . (Qiuteisil PN 4 72 BT ) P -4 2 15 TR
- Crerit for gendjtzoval-sals ienlals
fdmed £y srrar-0 te LT LG 0D0L-
TP1ANTF = srursrd-prodeclian Bacac. bR 1 L3, 235 "Ly ReS e g L
S Ztmfil Fer SOFCITLDNAZ el reris.y
Eaxad in o werer-A0,LCD te LT
FE 0203151027 in 45000
D-AVRsEley awsas -31.3%7 1a%;:%1¢ R & AN ) e, 21007
B3 Croedit e suedgtiercl-cale caalals
taxed in &ccer Y, 00U 4 ower-
10707 ta efaN-da-zsTaal. i H Q o
4 Ziwdil Fo- randdclenal-saly rarTain
Laxed if wrrer reT cricitud ze
pradaciion savyw pos 128-1 & 12E-Q-
O hual ] L] a 4
-1, 872 5-1L8 .55 ¥-1%, 535 -l 6. 357 1-23.:52
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Finance Letter No X
DRAFT EXHIBIT 6

Example 2

i (A EL S
Fass. S

State Board of Equelization - Sales and Usz Tax Department

FIELD BILLING ORDER

Account et
Casncld:
DETSILED ANALYSTE OF TAXABLE MEASUEE BY JORISDICTION
SRR SR bl o LCFT
CBivtedeil .. L iBdakelel) (s 61 0 el NI 4 5 F A
L Lrewil foi cwidibionel-a23ie rontels
swznr dsn wceonr |oJa LT 10.2314-
142407 <o do3070E-projectior Easis, ~Tehdh loagk ~%.471 1,769 L.432

7 Trselt fer condltianal-sgle rentils
TazuE ia sarrwar- L0200 (g LT
R.LANA- LS e SCAESNE- .
Irgigci.on basis. 78,0230 =L9. 50 -78 .42
Trecit cor cpaditionn” oxele Saskalu
2808 o wreore TELOIDN b Lwas-
142507 i BLRNSTR- At 0T, L 2 2 C
§  Traecit ‘or conditionzmli-zale ~embsly
Taiee 1 orrer ret srodited or
arcjection basils mor L2&-1 & lE0-1

.l

~1¥ .25z -

it
-
@
s
B

Brtlan. t o -18, 885 o
. £ B4, 655 §-21,555 i-125,213 £-13 0L ¥-20,65
A0TE SEBG ATRF &FT
(Cistolnss (Sdaroioty (oistriity SPfasrie:
i Craddl fes #andltional-<ale wantals
taced Sk wieer-1 To LT 10,000- )
LALADY ke 6730/08-pealezoian BasSle. %, 521 <L, 487 -1E7 -% BS8 b, 88

Lrdgit 5 swnditional-male rombala
tayerd 4n ecrar-TR.E600 Ta L1
FLOD -1 /0407 Ta £53Q7°08-
profeetior Dasls, ~-52,.52% -Li%. 384 cliale 47,088 -47, 01
A Loddal Tur sennditowvml-sale ienksls
fwead In Reeer-T0.C50 & aves-
LA1207 tu £73070B-metial, r i n ]
5 Cradii fee ganditiornial-aails rgnSals
tAtHl Ir &rrur ey Sesdaiwd o
prasec bt en fanie per LPA-L & 1PRS1

ra

actual. ~18,88¢0 0 o U
s-Lvs,dlE £-530 ;543 1-1,435% ) $-51.%T4 ELE-Fa'H
SAES ZTH S _H& SLEE L2
NS .50 B TS il s rinll H A TN TS b Ll 13 BT Chazete i)

i Credit for conditionci-scle -cartols
Laced dr orror-l To LT LB 03C-
PALP0F tn GUMNRR-praiactiay Bawis. a5 -E.z44 -E -t 164 L
Cradit for canditiontl-=sies rorntnice
taded g error-10.030 =5 U7
FI-00C-2171707 15 SO0/ NN
ProArstinn hariv, ~dde -EE . 5ET - b B L -
3 Credit for roansdi- Anal-aa'n rentste
taxed Z;m arrar-TR.ECD & awde-
141267 ke A03u /8- metuul, : E n r D]
i f-ad Par anrddioerel sl runlela
tmerd cn oerrrs- onnt credi Yecd noe

5]

ha
sy
"

pro;ectoar mamiv =e- IPA 1 & IDB 1~
antas] . 4 [\ [ I
€ 35% s-2c.851  w-g 7 g-1z.aEr 'ERD
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FIELD BILLING ORDER
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Zaue ld:

m

DETAILED ANALYEIS O TAXADLE MEASJIRE O JURISDICTICN

Finance Letter No X

State Board of Equalization - Sales and Use Tax Depariment

S1UFI SLTE LT LA
(Distrisid LOES 34 S X% 3 ‘histrict. CDLsTELELY
Credit foi wundibiural-seie reatuels
tTaxed e wxrde-l ta T If.adn
71507 ta 45251 arsineior banis, 494 -6 -G.358 -%,3838
Cradlis fae z2ondilluaaal sule raabslxs
LA RM L a0 o T
PO BE-1) #1600 fm ALSHAOR-
srojrct ine fianin, “%.ThL ~&5% ~L&, 227 BT
Sracl, fur wurditional-szale reatzls
Toxef in error-70.520 & over-
LALANT Ex RSB OB -Gl B £ %3 D] |4 4
Jrwdls fer porditicoral nula eardalsx
tcxmgd In ePfOF nat croedited on
projestion Dasds 267 1LA-0 & LaB-L-
actlaul. a a < u
2-13.57% $-503 ¥-£R.582 ¢ 23 Hap
Z¥FS SFF'% B3RS STAY

(Dinkrict?

fligsrietl

SLimte-izEd

Lrad:it far csmd .t iansl-zndle rentals
tased in crpar-l ta LT 10,000~

riztriezl

EXHIBIT 6

| S A
1'+q¢ ©

kT

farskries

=i, 0u

1AYRT o w/Si/I0-nrsdeckion basis, -1.,267 -1l1: JaFaR ~H. 87D -3.35
Srmratr fre o canditionsl-zalo rentals
Seavd i wevor LEL,320 2o LT
SCL00L-21/1/0T7 ta &/50/06-
=-gigitign basls. s ~12,E58% -1 115 ~1a.ive -55,298 -31.3%
il ror conClTional-Zale restali
tawed 2n &rcer-70,000 & ovwio-
LALFIF to ESSDAO08- - tual. z v a 2
Credit far condisicral-ssle rertals
tgx2d In Rrrof nOT crealied on
F1e%s:tian Basls oer LEA-1 & LIE-L-
Autaal. D n n 2
L RPN 2-60,87L £-345 .3
5TCZ SYLT 26T 3TPL “AH
R—— L Y Wizlvaell toi=zmack) rpinsrie Iisseoet
Corudil <3+ maadifipqs? -snis ronkalz
Tresd in »opra=--2 Lo T [ 0.@0p-
Ladsrd 25 ard /7o apcavstbnn Gasae. -Gl -Lal -i.7 -1,78% -1 ed
Crodit *xr ganddtianzle-rale ranctale
13 € ra-= U000 T2 .7
elislonr tg 7207000~
BI3IRGTIIN YAz -5, U289 ~1.399 -1..28 17,0787 -12 34
Erasild #2- sanditlansl-231c rentals
TaXIG 1N Trro--7W. 000 A oser-
L7028 k¢ &SSISCH-acteal o o 4] g
TRt tar Sarglflangl-ralc roevtzls
moparro= raT cenditea blal
pecaection brzls n2- 12A-1 & LZE-1-
Actunl, x i a 2
TedL ¥R t-1,5%¢ t-1.24E LT 02 1~13,57
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DRAFT EXHIBIT 6
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State Board of Equalization - Sales and Use Tax Departmant
FIELD BILLING ORDER
Sccawrt Ma,
Caneld:
CETAILED ANALYSIS OF TAXARLF MEASUAFE BY JUSISOICTION
TITL T1 BT R34 14 (1501 ¥EE
RS & £ £ TR | tbankredosd o (Disz-ieil Thimte=ie=s o (Zisipigd
i Crafdtt Far wenditowsial-awle rurd ain
tozzed &n errer -l iz VT i0.man-
LALAZ 1o &vdpsCE3-arndantion aatis. -1,304 ~L348 -gl
- Lrisdes #or conditisne? sule romtals
Targd fa9 erruc-in;0030 ta LT
FOLECU-LLATA0F S /8050
arcieTtinr masis. ~ 18 8537 =5, S0 “hL.ER2 Lay -7, K1
A Gredit Tor condizictal mals reatilis
bonsed I wrvws -7 el -
LALADT ta S230s = 3. o [ T L]
< gerdit Tor condiblan wnlies rnqtyls
texad 17 arror Wt eredited an
nraigction Badls wwr 12A-1 A L2R-3-
ariuwl. o ] 4 0
511,743 $-L Ra0 $-5.3l% $-1p i-8.32
vETA T WITU UTY
abdntrdicty iDlgz~ials o ihigtedaty shi=zrict
1 frudit *ar copditisnil sule rantsls
laver 17 grrpr-1 %o T 10 3
E4.707 te 830 DB-prejazlan hzslisn ~Z,3%2 -i%B L TR R3] Y25
2 Eraedld for SandiTiCndl-aa.e “ERiHls
txxed L6 Hreac- 10 OO cn 1T
FGDII~1323407 1o &5500C8 -
srefestian basisx. ~33 041 ERA 3 & -1,808 ~Z, 258 “E s
Zn Credit Yo woenedl faval-saly rentals
taxed lu errpe=T0.00F 2 owge-
LALSYGT 2o 430783 -nstucl. C 2 o b
% Creilt Cas agaditispel-sale restals
fakun dre w1 ret GreciT4c N
grojuii foe nasae nor 17&-1 & LIH X
actual. [1} [H a [
Eoar. el #-1,750 ' $-1.0E7 FegonE B
L Crogit e fasditiensl-sale rentals
tawsd hnowcorar otz LI ID2,.000-
LALADT Ly 4o 3I0AN Eredeciiz basls. ~Zd5,14

2 Tiruditl far careibtsernl-sale PARTeLy

Texwd i weeos-]0 300 £z LT

FOMCOS=1143007 " NASTSE0-

profeciio benis. -3 15,149
3 Ciradll o~ mendttinnan™ -wuls ~wnbelx

Taxsc ie wrror-FULUID B oawver-
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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)

NEW SPECIAL TAXING JURISDICTIONS

Program/Element/Con 30 Sales and Use Tax/30.20 Processing Tax Returns/

30.30 Auditing Accounts/30.40 Collecting Taxes Receivable

PERSONNEL YEARS

cY BY BY + 1 BY BY +1

TOTAL SALARIES AND WAGES _« 225 y / $1,232 $1,232

Salary Savings -1.1 -60 -60
NET TOTAL SALARIES AND WAGES 21.4 1,172 1,172

Staff Benefits_a/ 426 426
TOTAL PERSONAL SERVICES $1,598 $1,598
OPERATING EXPENSE AND E

General Expense $270 $43

Printing

Communications 19 12

Postage - : G

Travel--In-State ln 18 18

Travel--Out-of = 17 17

Training 17 17

Facilities Oper. 352 226

Consulting & Prof Interdepartmental

Consulting & Profess

Department of Technolog

Data Processing e 15

Equipment
Other ltems of Expense: (Specify Below)

_al See page 30 of 31 for itemized staff benefits and classification detail.
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TOTAL OPERATING EXPENSE AND EQUIPMENT

TOTAL EXPENDITURES (State Operations)

Source of Funds

General Fund (0001)

Special Funds:
Breast Cancer Fund (0004)
State Emergency Telephone (0022)
Motor Vehicle Fuel Account (0061)
Occupational Lead Prevention Fund (0070)
Childhood Lead Poisoning Prev. Fund  (0080)
Cig. and Tobacco Prod. Surtax Fund (0230)
Oil Spill Prevention and Admin. Fund (0320) .
Integrated Waste Management (0387) .., = 7w,
Underground Storage Tank Fund 0439) %
Energy Resources Programs Account  (0465) ﬁ

CA. Children and Families First Trust Fund

Federal Trust Fund . (08go) 7
Timber Tax Fund s (0965)
Gas Consumption Surcharge Fund (3015)
Water Rights Fund N (3058) T
Elec. Waste Recovery and Recyclmg Acct.. (3085) k4
Cig. and Tobacco Prod. Comphance Fund (3067)

Federal Funds .

Other Funds |

Reimbursements (0995)

Net Total Augmentation (Source of Funds)

Page 29 of 31
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FL No. X

cY BY BY + 1
$708 $333
$2 306 $1.931
i $570 $476
$1736 $1.455
$2,306 $1,031
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Staff Benefits Detail:

OASDI

Health Insurance

Retirement

Workers' Compensation
Industrial Disability Leave
Non-Industrial Disability Leave
Unemployment Insurance
Other

TOTAL

Classification

Positions

cYy BY

DETAIL OF STAFF BENEFITS
AND PERSONAL SERVICES

FL No. X

Sales and Use Tax:
Local Revenue Allocation: _br

Assoc. Tax Auditor

Bus. Taxes Spec. |

Tax Auditor

Tax Technician 1ll
Field Operations:

Bus. Taxes Representatlve =9

Assoc.Tax Auditor g
Assoc.Tax Auditor (out-of—state)
Blanket Funds: .~ . -
Overtime (Varlous)
Tempor 'ry Help

TOTAL SALARIES AND WAGES ___

BY +1

40 40

35 - 35
1.0 1.0
(.5) (.5)
225 225

Range a

$64 164
74,016
48,408
39,036

42,384
64,164
68,316 _ci

cY BY BY +1
(Whole Dollars)
$89,658 $89,658
136,201 136,201
194,722 104,722
467 467
819 819
592 592
175 175
3,021 3,021
$435655  $425,655
Amount
cY BY BY + 1
$352,902  $352,902
74016 74,016
121,020 121,020
195,180 195,180
169,536 169,536
224 574 224,574
68,316 68,316
26,372 26,372
$1231916 $1.231916

_al The salary is the mid-step of the‘”s‘éiéry range for the stated classification.

_b/ Permanent positions effective July 1, 2009.

_c/ Reflects pay differential.
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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

Proposed Contracts:

N/A

One-Time Costs:

General Expense .
Communications .
Facilities Operations
Data Processing

Total $375

Total
Full-Year Cost Adjustmeri‘rtfég
N/A
Total
Page 31 of 31 prteon
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