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1 EXECUTIVE SUMMARY

OVERVIEW

. Consolidating the Board of Equalization’s (BOE)
headquarters facilities has been a pressing need for
over ten years. This study supports consolidation as
the best facilities option for the BOE. Relocation to a
faclity where the BOE could consolidate its
Headquarters operations would improve the BOE's
ability to:

. Realize its strategic vision.
. Support growth driven by new programs.
. Accommodate organizational changes.

. Implement operational changes, e.g.: the
continuing transition to a more paperless
operation.

+ The BOE's Headquarters operations are currently
fragmented in five buildings. BOE's growth will expand
this fragmentation as additional Annex facilities are
leased. The cost of increasing the BOE's fragmentation
includes:

. Leasing additional “Annex” facilies to
accommodate continued growth.

. The lack of communication created by
separate fadiities.

. The ineffidency of travel between multiple
facilities for staff and materials.

. The intent of this report is to provide responses to
State Auditor Report 2014-108, including the
evaluation of faciliies options that would better
support the BOE's programs.

. The focus of this study is Process Improvements in
Revenue Generation and how that extends to facilities
strategies.

. Broader issues of BOE operations were identified
dunng the preparation of this report:
The implications of continuing to fragment
the BOE's operations across multiple sites
(will require additional “Annex” facilities with
continued growth)

. The forecast advances in BOE's use of
technology, particularly scanning, to improve
operations

. The value of collocating all of BOE's
operations on one consolidated campus,
similar to the Franchise Tax Board.

. The advantages of freeing 450 N Street for
other tenants that fit its architecture better.

Process Improvements Study -- Board of Equalization
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1 EXECUTIVE SUMMARY

The State of Califomia’s Board of Equalization (BOE) has
occupied the 450 N Street building in  downtown
Sacramento as their headquarters since 1993, as the sole
occupant. The BOE has recognized for some time that other
facilities could support their headquarters needs better than
a downtown office tower. The BOE's preferred facility
strategy is a new campus where the BOE could consolidate
all headquarters operations and staff on one site, in a series
of interconnected buildings. Several factors have
contributed to the BOE's request for a new consolidated
facility:
1. The defective conditions in the 450 N Street facility, and
the health concerns, costs, inefficiencies and business
continuity risks they pose,

2. On-going space shortages at 450 N Street, resulting in
the BOE's expansion into four additional disconnected
“annex” office locations in Sacramento and West
Sacramento due to continuous BOE staff growth, and

3. A headquarters building configuration at 450 N Street
(a downtown office tower) that constrains the BOE's
operations reducing the BOE's ability to collect and
allocate revenue efficiently.

HISTORY OF BOE FACILITY STUDIES

The State of California’s Department of General Services
(DGS) manages and leases the 450 N Street building to the
BOE. The BOE also occupies four additional leased facilities
in the Sacramento area for headquarters operations. In
2010, the BOE commissioned an analysis of the net fiscal
impact to the state if the BOE remained in or vacated the
headquarters building at 450 N Street. That analysis
concluded that a new facility for BOE headquarters would
be the best option if the BOE could demonstrate that a
consolidation would increase its efficiency.

The authors of the 2010 study recommended that the BOE
initiate an analysis of the extent to which it could enhance
efficiency and better serve its mission by consolidating
operations into one location. Due to fiscal concerns, the BOE
did not initiate this analysis.

Numerous studies and reports have been prepared for the
450 N Street building from 1997 to 2014, addressing
infrastructure conditions and recommendations, space use
and capacities. The Appendix of this report lists and
summarizes the key previous reports.

The Board of Equalization formalized their request for a new
consolidated campus in a 2013 report titled “Relocation and
Consolidation Preliminary Study, Board of Equalization,
amended August 15, 2013.” The California State Auditor's
Office, while agreeing with the general assessment that the
BOE would operate more efficiently in a low-rise campus
that accommodates all BOE employees, issued a report
titled “'State Board of Equalization, Report 2014-108", dated
September 2014. Their report outlined five key actions steps
for the Board of Equalization and the Department of General
Services (DGS) regarding the BOE's facilities.

CURRENT PROCESS IMPROVEMENTS STUDY

In response to the State Auditor's comments and to build
on previous reports, the State of California retained HGA
Architects and Engineers, Inc. in June 2015 to conduct this
Process Improvements Study of the Board of Equalization’s
Revenue Generation processes, and recommend facility
configurations that would best support the BOE's
operations. This Process Improvements Study responds to
the State Auditor's concerns related to the BOE's processes
and fadiities.

Early in 2015, the Department of General Services retained
HGA Architects and Engineers to provide architectural and
engineering services for the Improvement Project at the
450 N Street facility, and at the BOE's request, included the
scope of this Process Improvements Study within the overall
services provided by HGA.

Process Improvements Study -- Board of Equalization
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1 1 EXECUTIVE SUMMARY

KEY DISCOVERIES - UNDERSTANDING THE
BOARD OF EQUALIZATION

In the process of conducting this study, we discovered
several key facts that shaped our recommendations:

+ SCOPE: The entire Board of Equalization comprises
over 4,800 authorized positions (full-time staff) across
the State of California. The focus of this study is the
approximately 3,000 staff that are engaged in the BOE's
Headquarters operations in Sacramento and West
Sacramento.

+ E-PAYMENTS: 97% of the total revenue generated by
the BOE is processed and paid electronically. Electronic
filing is the norm for large corporations paying Sales and
Use Taxes.

+ MANUAL FILING: The remaining 3% of the BOE's
revenue is collected using manual paper-based
processes. These manual processes will remain for the
foreseeable future — they are currently the fastest and
least expensive way to implement new taxes, and many
taxpayers do not have access to, or a preference for,
computers. Paper-based manual processes are
common for the payment of Spedial Taxes and Fees.

L

Sample flow diagram for manual tax return
processes in the existing 450 N Street facility
— people and paper.

INEFFICIENCIES: The non-electronic, manual, paper-
based and check-and-cash-based processes in revenue
collection are labor intensive.  This magnifies the
inefficiencies created by the need to manually move
paper forms and payments in a vertically-oriented
building such as 450 N Street.

+ 501 of the BOE's current staff (17.6%) are dedicated
to the collection of Special Taxes & Fees, which
implement most new taxes mandated by the State
Legislature. Spedal Taxes and Fees account for 18%
of the BOE's total revenue, yielding an efficiency of
$22 M of revenue per employee, based on FY 2013-
14 revenues. This is due to the labor intensive nature
of the paper-based process used to collect these
taxes.

+ In contrast, 800 of the BOE's staff (28.0%) are
dedicated to the collection of Sales and Use Taxes,
accounting for 80% of the BOE's total revenue,
yielding an efficency of $61 M of revenue per
employee, based on FY 2013-14 revenues. This
higher rate of revenue generation is due to the
efficient electronic filing and payment systems used
by large corporations.

GROWTH IN TAX TYPES: The number of new taxes
and associated Tax Activity Types (TAT's) continues to
increase. Old taxes are seldom retired. As a result, the
total number of taxes that the BOE is collecting
continually increases. Most new taxes become the
responsibility of the Special Taxes & Fees Department,
which accounts for approximately 18% of the BOE's
total annual revenue. Spedial Taxes & Fees are collected
using both electronic and paper-based systems.

GROWTH IN TAX TYPES = GROWTH IN ALL BOE
DEPARTMENTS: The implementation of new taxes
drives growth acoss all facets of the BOE's
Headquarters operations — Administration, Legal,
Technology and the Tax Business Units.

HIGH QUALITY OPERATION: Despite facility
condition issues and physical constraints, the BOE staff
involved in Revenue Generation and Allocation are very
dedicated to the quality of their work.

COST OF MAINTAINING BOE PROGRAMS: Even
though the cost of maintaining the 450 N Street building
is constant regardless of the tenant, the cost of the BOE
maintaining their programs in the 450 N Street facility is
high when compared to a new campus due to the
constraints created by the building’s configuration.

Page 12 | December 18, 2015 draft
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1 EXECUTIVE SUMMARY

SUMMARY OF RECOMMENDATIONS FROM
STATE AUDITOR REPORT 2014-108

In September 2014, the State Auditor issued a response to
previous BOE and DGS studies of the 450 N Street building
including the DGS August 2013 study titled “BOE Relocation
and Consolidation Study”. The State Auditor’s response
included the following five recommendations. This report
responds to the four recommendations related to the BOE's
operations as outlined in Chapter 3. Since work is currently
underway by the DGS regarding the fifth item related to the
future of the 450 N Street facility, the DGS will address
Item 5 separate from this report.

1. To more clearly demonstrate its case for a new facility,
BOE should ensure that it has a supportable
rationale for the assumptions underlying its
analysis of the costs and benefits of moving to a
new consolidated fadility.

2. To more clearly demonstrate its case for a new facility,
BOE should continue its plans to conduct a study
to identify ineffidendes in its current spatial
configuration and how its operations could
improve with a new consolidated fadility.

3. To more clearly demonstrate its case for a new facility,
BOE should incorporate staffing growth into its
analysis of costs and benefits, using projections
based on long-term historical data.

4. To ensure that it can accurately estimate any shifts in
worker productivity and state revenue, BOE should
strengthen its current methodology by
analyzing the productivity and revenue
collection of its employees and by monitoring those
metrics at least semi-annually. Additionally, BOE should
support its methodology with documentation.

5. To ensure that resources are spent wisely, General
Services should seek the funding and approval
needed to analyze whether keeping or selling the
BOE building would be in the State's best
financial interest. As part of that analysis, General
Services should conduct, or contract for, appraisals to
assess the value of the building with and without the
repairs to determine whether making the repairs is in
the best interest of the state. If continued ownership of
the building appears to be prudent, General Services
should evaluate potential productive uses for the
building should BOE move to a new facility. General
Services should report the results of its analysis to the
Legislature no later than September 2015.

KEY STATISTICS -- BOE HEADQUARTERS

2015 (Existing)

+ 2,852 Headquarters employees.
800,000 Gross Square Feet occupied.
« Five separate fadiities.

»  97% eHfiling; 3% paper-based filing.

2025 (Projected)

+ 3,800 Headquarters seats.

» 975,000 Gross Square Feet.

+ One interconnected consolidated campus.

« Single or multi-phased campus construction
and staff relocations.

*  97% eHfiling; 3% paper-based filing.

» The percentage of paper-based processing is
expected to remain the same as revenues
increase. Because most new taxes are
paper-based, this will result in a net increase
in the volume of paper-based processing.

Process Improvements Study -- Board of Equalization
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450 N STREET ARCHITECTURAL LIMITATIONS

The physical characteristics of the downtown office tower,
located at 450 N Street, are not well aligned with the
needs of the core operations of the BOE including sorting
relums and payments, depositing funds, verifying
taxpayer filings and communicating with taxpayers. Since
the rest of the BOE staff rely on these core processes to
collect and distribute state revenue, the BOE will continue
to be constrained and inefficient as long as they remain in
the 450 N Street fadility.

The upcoming Facilities Improvement Project for 450 N
Street will improve health and safety issues in the facility
but cannot overcome the inefficiencies for the BOE that
are caused by the building configuration and vertical
transportation system, neither of which can be
substantially improved upon. The Improvement Project
will further reduce the capacity and usability of the building
for the BOE when additional floor space is consumed by
new telecommunications support rooms.

450 N STREET CONFIGURATION

Due to the relatively small size of the floor plates at 450 N
Street, the BOE’s large departments are spread across
multiple floors, relying on the elevators for staff
movement within and between floors. Because the
elevators are operating at the upper limit of their
capacities, as shown in previous studies, the wait times
are long.

The Retum Processing staff at the core of Revenue
Generation work occupy the floors indicated in red —
disconnected and relying on a single freight elevator for
movement of checks, paper returns and mail. Since they
are separated, there is no opportunity to eliminate waste
and overburdening in their work by being in visual contact
with one another.

The freight elevator has wait times of two to fifteen
minutes, with an average wait of four minutes for every
hall call. When the freight elevator is out-of-service, its
loads divert to the passenger elevators; further slowing
the movement of staff to their floors.

Page 14

December 18, 2015 draft

Process Improvements Study -- Board of Equalization



1

EXECUTIVE SUMMARY

450 N STREET ARCHITECTURAL LIMITATIONS

The ground floor of 450 N Street houses equipment-heavy
functions such as the Receiving and Shipping Dock, the Mail
and Sorting operations, Printing operations and Materials
Storage. The flow of paper-based tax forms and payments
that are being received, sorted and batched is shown by the
irregular black lines. Many additional work flows occur on
this floor but are not shown here including on-lining tax
processes, multiple print operations, internal mail, inter-site
deliveries. receiot and storaae of supplies. and recvdina.

DRAFT

After being sorted and prepped on the ground floor, all
checks and all types of tax forms, schedules and payment
vouchers are transported to second floor for Data Entry and
Cashiering.  Materials requiring further analysis and
interface with the taxpayer are transported at various
stages between Floors 1, 2, 4, 9, 11, 14 and 18, then
eventually back down to Floor 1 to be shipped to the off-site
Industrial Boulevard facility for scanning and archiving.

0 STREET
ﬂ - o o [
e 1 —— e
b
—
-
= Fd
g b
a » - 4
Mail and b N
Sorting . 4 SRR
. . i —
E Printing . _|_ l : -
e - E
E
; . i E
L} Shipping & -
Receiving \\-
L S ﬂ
= :
k - ——
] - _ =
—aays Shared Areas — Board s = == et
Room, Conference, Dining - by
. o [ [ g— o e
. I . v
iy -~ l" . H- | |
E - Freight A =
r.n Elevator |[* - E
; B o = wom
- 3] Lobby and Security N ? - - é
—| " = 0] L] L " - -
ul { o _ﬂ- =] A A -
E o i
1"1 0 o o o P ﬁ & m 01
Main Entry il
& 1 ] | ;S @
M STREET WO TH

First/Ground Floor

Process Improvements Study -- Board of Equalization

December 18, 2015 draft | Page 15




1 1

EXECUTIVE SUMMARY

CONCLUSIONS

After analyzing potential Process Improvements in the
BOE's Revenue Generation operations and studying multiple
Fadility Scenarios, we confirm that:

1.

Opportunities have been identified in this study
that can improve the efficiency and flexibility of
the BOE’s Revenue Generation operations. The
improvements identified can be applied to other BOE
departments as well, e.g. the value of maximizing
adjacencies between related functions and the ability to
share peak workload. In addition, consolidating all BOE
staff on a single campus would yield other benefits,
some quantifiable (e.g. reduced travel time) and some
qualitative (e.g. improved staff recruiting and
retention).

The Process Improvements identified in this
study cannot be implemented effectively in the
450 N Street building due to its configuration
(including first floor elevation changes, location of
structural walls, dock location, corridor locations,
elevators, floor plates sizes and floor configurations)
and limited opportunities for expansion.

Improvements in the efficiency of the BOE's
operations do not lead to staff reductions.
Instead, staff released from current responsibilities are
retrained and reassigned to new responsibilities to
improve the BOE's ability to generate revenue, eg.
increasing collections from delinquent taxpayers. Some
reassigned staff can also be assigned to the collection
of newly-enacted taxes.

The BOE’s headquarters staff count is projected
to grow at an average of approximately 3% per
year for the next ten years based on historical growth
since electronic filing and payments began (2006-
2015). Historical staffing data prior to the
implementation of e-filing (prior to 2006) is of limited
relevance.

The BOE’s headquarters space needs in 2025
are projected to be approximately 995,000
gross square feet, based on growing to 3,700
authorized positions. This represents a 30%+
increase over 2015 needs and is predicated on
mandatory continued use of Califoria’s SAM standards,
precluding space reductions due to smaller workstation
sizes.

6.

10.

Ongoing growth will force the BOE to lease
additional annex fadilities over the next ten years,
in the event a new campus is not constructed, further
exacerbating the inefficiencies created by fragmented
operations.

The BOE can continue to operate in its current
five fadilities in downtown Sacramento and West
Sacramento but not without sacrifices in efficiency,
employee morale and their ability to respond to new
tax programs and future changes in organizational
structure. As the BOE's revenue generation processes
evolve, the 450 N Street facility will continue to
oconstrain the BOE’s operations because of its lack
of flexibility, lack of ability to accommodate staff growth
and negative affect on operating costs.

The 450 N Street fadility does not support the
BOE’s current and future operations as well as a
oconsolidated campus due to inefficiencies in Return
Processing functionality and the fragmentation of staff
within departments and across multiple locations.

The operations of any tenant in the 450 N Street
building will be negatively affected by the upcoming
450 N Street Improvements Project — including
the safety protocols, inefficiencies and costs of
temporary relocations created by remodeling an
occupied fadility.

The DGS is in the process of identifying other
viable long-term uses for the 450 N Street
building that are more compatible with the building’s
configuration than the BOE's headquarters functions.
Moving smaller agencies or outside tenants into the
590,000 square foot 450 N Street building would be a
better fit for this real estate asset.
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1 EXECUTIVE SUMMARY

SUMMARY OF FUTURE BOE FACILITIES OPTIONS

Multiple facility options have been considered by the BOE in
recent years. The options below have been analyzed in this
study. The feasibility of these options varies due to multiple
factors, including their ability to improve the BOE's delivery
of programs, the funding required for construction and
operations, the impact on downtown parking, and the effect
on the BOE's employees.

These scenarios are based on a projected 2025 need to
provide 3,800 seats for BOE employees and programs,
housed in 995,000 gross square feet of fadilities.

The facility scenarios are:

1. New Consolidated Campus — Non-Downtown
Location: A new low-to-mid rise campus, located
outside downtown Sacramento, to support all BOE
Headquarters operations. The Motor Carrier Unit would
remain in its current location at 1030 Riverside
Parkway; all other Annex leases would be terminated.

2. Consolidated Campus — Downtown Location:
Relocate to another property in downtown Sacramento.
Similar to Option 1, the goal of this scenario is to
consolidate all headquarters operations and terminate
the Annex leases, except the 1030 Riverside Parkway
property for the Motor Carrier Unit.

3. Remain in the 450 N Street building and the five
existing Annex facilities. This scenario could include
several add-alternates:

3a. Reconfigure Floor 1 of 450 N Street to
implement select portions of the Process

Improvements  identified  herein  (limited
opportunity due to the constraints of the existing
building).

3b. Expand Floor 1 of 450 N Street by demolishing
the existing parking structure and replacing it with
a building addition to better accommodate Return
Processing operations and Process Improvements.
This would eliminate all parking from the 450 N
Street site.

3c. Relocate Return Processing operations
and staff to a separate facility of approximately
235,000 gross square feet for 800 staff (2025
projection). This would create vacant space in 450
N Street to accommodate some, but not all, of the
functions located at Annex facilities or create
“swing” space to faciitate the Improvements
Project.

FACILITIES OPTIONS
(See Chapter 4 for additional information)

Existing BOE HQ Facilities

SCENARID 1

Consolidate BOE Headquarters to a new low-to-mid rise non-downtown campus.
«  Maotor Camier Uret expands at essting Fiversde Pariaey' kcation

SCENARIO 2

Rebocate BOE Headquarters to another dovwnbown Sacramento faclity.
s Motor Camier Unit espands al masting Piversde: Padossy kcation

s G5F BasF BEsF BGEF 34,880 G5F | e, 00m osr
A50 N &8 A Caphicd Mall  LB0 Promensds  HOD Industrial 0000 Riwereids Fsw Camipus
BOE HQ Facilities -- Scenarios 1 and 2
SCENARIO 3.a: 450 N Street + Reconfigured First Floof
[Limiied] Process Improvemesnls )
0,000 G 0,000 G 25 000 20,000 G 190, D0 G L, ) ESF
el Toiafaiad]
430 N &t 671 Captol Mall 180 Pomerads 308 indusiral  LOOD Sve s Maw HFCe Armax
SCENARID 3.b: 450 M Street + Expanded First Fioor
{Moderate Process Improvements)
D T B3, 00 5T 8,000 GEF 3,000 CEF 1] m|
[raiec selis et SR
A0 NS 621 Caphel Mall 168 Promensde TE0 [edusirial 1000 Riversade  Wew Offics A
SCENARIO 3.c: 450 N Strest + New “Return Processing Center”
[More Process Improvements]
$0.000 GSF 50,000 G5F b5 201000 55 [ a0 Gur
e, i
&350 N S5t 611 Captol Mal LM Pomerade 1600 Indostrial  LOOWD Roveruds Hew Rptam Prooeeeng Cerke
BOE HQ Facilities -- Scenarios 3, 3a, 3b, 3c
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EXECUTIVE SUMMARY

RECOMMENDATIONS

1.

Implement the Process Improvements
identified in this study to improve the BOE's ability
to collect and allocate state revenues.

+ Opportunities to implement Process Improvements
are limited in the 450 N Street facility due to the
building architecture.

+ Opportunities to implement process improvements
could be greatly increased in a new campus setting.

Create a Returmn Processing Center to maximize
the ability to implement Process Improvements.
If the BOE stays at 450 N Street, areation of an off-site
Return Processing Center is recommended. If the BOE
moves to a new campus, creation of a Retumn
Processing Center, integrated with the rest of the
campus, is still recommended as the best way to
incorporate Process Improvements.

+ Increase proximity of staff in Administration
(Mail, Sorting, Cashiering, Data Entry), Retumn
Analysis (Sales and Use Tax) and Return Processing
(Special Taxes & Fees) to support cross-training,
visual assessment of workflow volumes (peaks and
valleys), and workload sharing. This is not feasible
at 450 N Street due to the building configuration.

* Provide an open, horizontally configured,
visually-connected work environment for the
Return Processing staff. This is not feasible at
450 N Street due to the building configuration.

Consolidate and collocate all BOE Headquarters
operations to a consolidated campus in the
Sacramento area. Of the multiple facility options
considered in this study, the strategy of consolidating
operations on a new campus is the most effective
option for the BOE and represents the best overall
value to the State of Califomia. This is based on
optimizing the following factors affecting the BOE's
operations in order of their value to the State of
California.

Consolidation of the BOE's Headquarters on a new
campus could vyield benefits for all of the BOE's
headquarters operations, as well as Process
Improvements in Returns Processing. (See Chapter 4 -
“Facilities Options” for additional information).

PRIMARY BENEFITS OF BOE CONSOLIDATION
ON A NEW CAMPUS

1. Improves the State’s ability to address
facilities deficiencies, by 1) Allowing the
termination of five current BOE leases and avoiding
additional leases as the BOE grows, and 2)
Simplifying the renovation of other high-priority
State office buildings by providing relocation space
for their tenants at 450 N Street.

2. Maximizes the BOE’s ability to implement
Process Improvements in Return Processing
operations and consolidate other operations.

3. Improves collaboration and communication
among all staff due to collocation.

4. Improves technology infrastructure to
support the digital future of the BOE as outlined in
the BOE's Strategic Technology Plan available at:
http://www.boe.ca.gov/pdf/pub185-3-09.pdf

5. Reduces travel time wihin and between
fadilities, improving operational efficiency.

6. Improves flexibility, including the BOE's ability
to rearrange staff and relocate departments in
response to new taxes and changes in the BOE's
organizational structure. This results from updated
infrastructure and technology systems and larger
more flexible building floor plates.

SECONDARY BENEFITS OF BOE
CONSOLIDATION ON A NEW CAMPUS

7. Less sick time and improved employee
wellness as a result of new building construction,
increased employee use of stairs, indoor
environment quality (daylight, artifidal lighting and
thermal comfort) and a focus on sustainability
overall.

8. Improved amenities induding on-site food
service, access to mass transit/light rail and
parking access.

9. Improved employee attraction and
retention enhancing the BOE's ability to retain
current staff, replace departing/retiring staff and
attract new staff as the BOE continues to grow.

10. Reduced maintenance costs improving the
BOE's ability to control operational costs over time.

Process Improvements Study -- Board of Equalization
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EXECUTIVE SUMMARY

REPORT EXCLUSIONS

This study and report are focused on Process
Improvements in the Revenue Generation portion of the
BOE's operations, and how fadility configurations enhance or
constrain these operations. The scope of study did not
indude:

Recommendations for improvements to all of the BOE's
work processes. The general process improvements
identified in this report for the BOE's Revenue
Generation functions can be broadly applied to improve
the efficiency of other departments, but specific
recommendations to this effect were not within the
scope of this study.

Financial analyses, lease cost analyses, construction cost
estimates and cost-benefit analyses of the various
facilities options. These analyses require information
beyond the scope of this study; many of the costs are
dependent on the larger context of State office fadilities
that indudes:

+ Prioritizing spedific real estate opportunities for BOE
relocation.

« Project delivery methods and funding strategies for a
new BOE campus.

+ The timing and phasing of BOE relocations.

 Positioning 450 N Street improvements within the
context of the high-priority facilities repairs identified
in the July 2015 “State Facility Long-Range Planning
Study”.

+ Determining the feasibility of the 450 N Street facility
as “swing space” for other critical agency relocations
to support the high-priority facilities repairs in the July
2015 “State Fadility Long-Range Planning Study”.

+ Understanding the BOE's relocation within the state’s
long term capital outlay plan for facilities.

Page 20 | December 18, 2015 draft

Process Improvements Study -- Board of Equalization



DRAFT

2

BOARD OF EQUALIZATION
CONTEXT

Process Improvements Study -- Board of Equalization December 18, 2015 draft | Page 21



DRAFT

This page was left blank intentionally.

Page 22 | December 18, 2015 draft Process Improvements Study -- Board of Equalization



2.1

2.1 GUIDING PRINCIPLES

Guiding Principles were established by the BOE and the
consultant team, with assistance from the DGS, to guide the
work of this Process Improvements Study as well as the
resulting BOE Faciliies Strategy. The Guiding Principles
were also used to evaluate the strengths and weaknesses
of the facilities scenarios considered in this study.

BOE CONTEXT — GUIDING PRINCIPLES

The Process Improvements Study and the resulting Facilities
Options support the work of the BOE by focusing on the
eight key principles shown below, in support of the BOE's
mission to “serve the public through fair, effective and

efficient tax administration”.

New tax sources
New collection methods
Improve collection of delinquent taxes
Forward-thinking processes
Leverage historical changes

Increase efficiency of collections
Integrate with future Workstreams
Improve adjacencies of all departments
Improve customer/taxpayer service
Process
Improvements

Staff and process changes
Organizational changes

Phased construction

Phased growth or disposition
Technology and Infrastructure
Reduce cost of internal staff moves

Flexibility

Staff
Improve staff retention and attraction Continuity
Reduce sick days
Support staff growth to meet demand
Reallocate staff freed by process
improvements to improve other revenue

generation processes

Quantifiably define the costs and benefits of relocation
Efficiencies related to space configuration
Validated staff growth projections
Monitor and analyze employee productivity
450 N Street facility options

Innovation

Address
State
Auditor’s
comments

Increases facility efficiency
(shared resources)

Improves communication
Increases ability to innovate
Increases flexibility (fewer leases)

Collocation
I
A
PA
_ % Collocate all BOE staff
. Z Cost effective facilities
T Optimized Reduce operating costs
L o Facilities Phased capital spend / bonds
] ; Plan Phased construction / repairs
> Phased leases and moves
L g Phased consolidation
N
&
NG
Sustainable
Facilities and Sustainability / LEED goal
Operations Reduce energy use

Improve workplace quality
Improve staff well-being

Learn from the FTB’s relocation:
» Building configurations

* Building flexibility

« Campus amenities

» Growth / facility capacity

« Exit strategy

« Staff attraction and retention

Envisioning a Board of Equalization facility that is...

Efficient . Flexible . Healthy . Sustainable . Collaborative

. Forward-looking
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2.2 BOE CONTEXT— ORGANIZATIONAL STRUCTURE

2.2 BOARD OF EQUALIZATION

ORGANIZATIONAL STRUCTURE

The Board of Equalization is organized around four state- This organizational structure is a snapshot of the BOE as of
wide districts. The BOE's Headquarters operations, which December 2015; we expect organizational changes will
are the subject of this study, are organized into eight major continue over time in response to state tax programs,
departments: changing requirements, and the on-going need to improve
. Executive Office and expand the BOE's services.

Administration Department Due to its on-going growth, the BOE has been forced to
«  External Affairs Department divide its workforce into multiple facility locations over time

with Legal, Board Proceedings, Property Taxes and portions

*  Legal Department of other groups no longer able to be physically collocated

*  Property Tax Department with the rest of the headquarters staff. This creates
 Sales and Use Tax Department inefficiencies due to travel between offices, reduced face-to-
«  Special Taxes & Fees Department face communication, and the reinforcement of “siloed”

work processes.  Although electronic communication is
prevalent in current office operations, face-to-face
interactions are the foundation of innovation and a strong
workplace culture.

 Technology Services Department

BOARD OF EQUALIZATION ORGANIZATION CHART

THIRD BISTRICT | FOURTH

FIRST SECOND STATE i
DISTRICT DISTRICT | [Chair) DISTRICT CONTROLLER i
L S DT L DO p IO .o oesmr ey T Ve PP
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DRECTOR
I [ I | [ [ ]
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CHIEF EPUTY | peesrmsmwr | | ouermenN FEES DEFRATMENT | | DEPARTMENT DEFARLIMENT —  BEPARTMENT —  TEEs
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2.2 BOE CONTEXT— ORGANIZATIONAL STRUCTURE

2.2 BOARD OF EQUALIZATION
ORGANIZATIONAL STRUCTURE

The BOE's eight major departments vary in size as shown
below. The “mission-critical” Revenue Generation processes
are embedded in Administration, Sales and Use Tax and
Special Taxes & Fees. The Return Analysis and Return
Processing staff in these three departments work together

The remainder of the departments in the 450 N Street
faclity are located on the smaller tower floors, roughly
grouped on adjacent floors. Due to the vertical nature of
the building architecture, the staff on the tower floors lack
convenient connections within and between departments.

very closely and would benefit from being located together
instead of in separate locations in 450 N Street today.

The Revenue Generation processes that support all

Departments (Mail, Sorting, Printing, Storage) are located

on the first floor of the 450 N Street facility adjacent to the

loading dock and utilizing the more open first floor

architecture. Cashiering and Data Entry, whose work is

directly connected to the operations on the first floor, are

located on the secure second floor of 450 N Street, relying

on a single freight elevator for transportation of the paper

retums, vouchers and payments that drive their work.

“Mission Critical” Return
Processing operations
» Special equipment

+ Specialized staff

+ Collocation is needed

ADMINISTRATION

484 total (17.0%)
Return,
SALESAND =\ = _.-\" 'Pi_ocessir:ig ........
USETAX  \_.-" "‘. 17'§“.~ ......

‘e
‘e
.

800 staff " SPECIAL TAX

(28.0%)::" ] 501 staff
H Return e, (17.6%)
Analysis Return
380 3 .ocess!:ng

EXECUTIVE
OFFICE
196 staff

(6.9%) PROPERTY TAX

135 staff

(4.7%)

LEGAL
335 staff
(11.8%)

TECHNOLOGY

SERVICES
EXTERNAL 28: :ot/aff
AFFAIRS (9.8%)
121 staff
(4.2%)
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2.2

2.2 EXISTING REVENUE GENERATION SYSTEM

The Board of Equalization (BOE) collects revenue through
electronic returns, electronic payments, manual paper
returns, manual paper vouchers and manual payments by
check or cash in any combination. Disbursements to state
and local govermment benefidaries are made electronically.

This Process Improvements Study focused on the Revenue
Generation process which is primarily driven by the BOE's
Retumn Processing system.

Although 97% of the BOE's revenue was collected through
electronic filing and electronic payments in FY 2014/2015,
the manual processing of returns and payments is mission-
critical to the BOE's operations and the State's finandal
health. This is because it is through these manual processes
that the collection of most new legislatively-mandated taxes
are intiated and in many cases maintained.

DRAFT

BOE CONTEXT — ORGANIZATIONAL STRUCTURE

Without these labor-intensive manual processes, with their

rigorous quality assurance steps and checks-and-balances,

a substantial portion of Special Taxes & Fees (and also Sales
and Use Taxes and Property Taxes to some degree) would

remain uncollected. The taxpayers’ trust in the State is built
in part on the accuracy and responsiveness that this system

and its employees provide.
Of the approximately 3,000 employees that provide the full

range of the BOE's headquarters services, approximately
22%, or 635 staff today, are directly involved these revenue
generation processes, both manual and electronic.

RETURN PROCESSING OVERVIEW

Mail Services

Unit Cashier Unit

Sort and Open
Bundle Mail and
Incoming Assemble

Mail Batches

Encode
Checks

Data Entry Unit

Taxpayer Records

Other Areas unit

Taxpayer Records
Warehouse,
Industrial Bivd

450 N St
Floor 1 File

450 N St, Floor 1

Cuality
Contral
Returns

Upload

Key and
Verify to IRIS
Returns

450 N St
Firs 4,9,11,14,18

Perforate
Returns
with

Schedules 450 N St

Floor 15
450 N St, Floor 2

Sort
Returns
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2.2 BOE CONTEXT— ORGANIZATIONAL STRUCTURE

2.2 THE RELATIONSHIP BETWEEN BOE
ORGANIZATIONAL STRUCTURE AND REVENUE
GENERATION

« The Sales and Use Tax Department generates
approximately 80% of the revenue generated by the
BOE. In addition, it has the highest percentage of
electronic filings and payments from large corporations
so it is very effidient in terms of revenue per employee.

« The Spedal Taxes & Fees Department generates
approximately 18% of the revenue generated by the
BOE. It has the highest percentage of paper returns
and payments by check and cash. These manual,
labor-intensive processes result in lower revenues per
employee with more labor spent capturing each dollar
of revenue. The paper-intensive processes are driven
by new taxes mandated by the State Legislature; paper
processes are required either to initiate the new taxes
quickly or because the legislature did not approve funds
to create the systems for electronic collection of these
taxes. The creation of new taxes is expected to
continue to grow into the foreseeable future with the
responsibility for most of these new taxes falling to the
Special Taxes & Fees Department. Special Taxes is
also providing collection services for other State
Agendies that are not equipped to collect that taxes
that have been enacted, e.g. Fire Fees.

« The Property Tax Department generates
approximately 2% of the revenue generated by the
BOE. Its revenue is lower than the other departments
partially due to the fact that County-Assessed property
taxes are collected directly by the Counties, not through
the BOE. As a result, improvements to the Property Tax
Department's processes will not have a significant
impact on the BOE's operations and are not addressed
in this study.

Property Tax
$1.0B

Special Taxes
$10.9B

Sales and Use Tax
$48.5B

« 635 staff, representing approximately 22% of
the BOE's headquarters employees, are the core
of the BOE’s Revenue Generation processes.

* A core team of approximately 175 BOE
staff provide mission-critical services
that support the work of the three Revenue
Generation Departments noted to the left.
This core work is essential to the BOE — they
are the staff that deposit payments, validate
returns and balance the daily cash flow. The
BOE's Revenue Generation processes are fully
dependent on these staff and the work they
perform in Mail Processing, Cashiering, Data
Entry, Printing and Taxpayer Records.

«  Approximately 460 additional staff in Return
Analysis (Sales and Use Tax) and Return
Processing (Special Taxes & Fees) are similarly
mission-critical. They review returns that are
not 100% “clean” to verify that the intentions
of the taxpayer are reflected in the information
that the BOE has processed.

QUICK FACTS — BOARD OF EQUALIZATION
CURRENT OPERATIONS

* Revenue by Department: Based on the $60.4 billion
of revenue collected and allocated by the Board of
Equalization in FY 2013-2014 and August 2015
employee counts:

+ Sales and Use Tax
+ $485B

80% of BOE revenue

8196 items processed electronically

800 staff (28% of BOE staff) (2015)

* $60.6M revenue/staff average

+  Special Taxes & Fees
- $109B
+ 18% of BOE revenue
+ 25% items processed electronically
» 501 staff (18% of BOE staff) (2015)
* $21.8M revenue/staff average

*  Property Taxes
* $1.0 B. 2% of BOE revenue.
+ 135 staff
*  $7.4M revenue/staff average
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2.3 BOE CONTEXT— CURRENT FACILITY LOCATIONS

2.3 EXISTING BOARD OF EQUALIZATION FACILITIES

The Board of Equalization currently occupies five key
fadilities in Sacramento as illustrated below plus four smaller
facilities in Sacramento for District Offices, encompassing a
total of 800,000 gross square feet for 2,852 authorized
positions. The majority of headquarters office functions are
housed in three facilities: 450 N Street, 621 Capitol Mall and
160 Promenade Cirde.

5 slalt
Botor Carrier Unit=
do not relecite

2% of BOE HQ staff

@ 24 stalf
Tacpayer Records
1% of BOE HQ staff

In addition to the 2,100 headquarters employees housed at
450 N Street, on-going BOE growth has forced
headquarters functions to overflow into four additional
“annex” facilities over the past 15 years including 621
Capitol Mall (Legal Department and Board Proceedings Div),
160 Promenade Cirde (Sales and Use Tax Department,
Property Tax Department, Human Resources Division),
3600 Industrial Boulevard (Taxpayer Records) and 1030
Riverside Parkway (Motor Carrier Division). Of these
facilities, 1030 Riverside Parkway is seen as a long-term
location for the Motor Carrier Division, and 3600 Industrial
Boulevard will be retained for storage while the Taxpayer
Records staff at this location are relocated to be with the
Headquarters staff.

@
0 stadf 450 N Strect

Property Taz 2,111 authorized positions
Human Resources (Training) . DErStilve Ofice

Customer Service Center

11% of BOE HQ staff +  Extarnal Affairs
+ Specal Taxes
+  Sales and Use Tax
+ CROS Project Team
+  Tachnology Senices
*  Administration

621 Capitol Mall
35T authorized positions
*  Legal

+ Board Proceedings
«  Media Praduction

160 Promenade Circle

304 authorized positions

*  Propery Tax

+  Human Resources (Training)
+  Customer Sendce Center

3600 Industrial Blvd
24 authorized pasitions
»  Taxpayer Records

1030 Riverside Parkway

i 58 authorized positions

= Motor Canier Unit
Zacramento *  Permmanent- Do not relocate
2,852 authorized positions
asof Dec 2015

®

- . . 357 stalf
:':- . Legal
. o
. Bowrd Procesdings

*  Media Production

12% of BOE
2111 sttt HQ staff
HQ and Main Office
© 74% of BOE
HQ staff
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2.3 BOE CONTEXT— CURRENT FACILITY LOCATIONS

2.3 EXISTING BOARD OF EQUALIZATION
FACILITY USE -- AT A GLANCE

The BOE Headquarters departments require approximately
2,900 seats today to accommodate all authorized
positions, permanent intermittent positions, student interns
and temporary staff. Due to the on-going creation of new
legislatively-mandated tax programs, the Board of
Equalization expects to continue to grow. At this time,
approximately 2,100 seats are provided at the 450 N Street
facility, with approximately 800 additional seats located at
four remote leased "Annex” facilities. Having staff located in
five disconnected fadilities is inefficient and increases the
cost of BOE's operations as outlined in subsequent sections
of this study.

Since most BOE departments are large (300 to 700 staff)
and the floor plates in the 450 N Street building are
relatively small, three to six office floors are required to

Mechanical Penthouse

24 Legal, Property Tax,

External Affairs,
Administration

Special Taxes

15 | Sales and Use Tax

7 Leadership, Exec Services,

|| Mecﬂbnical || |
] Sales and Use Tax
10 ] CROS
] Sales and Use Tax
Technology Services
5 -
Administration
Lobby /Shared / Common 1

450 N Street
24 story tower, fully occupied by the BOE; leased

house each department. This coupled with the fact that the
elevators are the only viable means of travelling from floor
to floor, inhibits communication between employees within
the same department as well as across departments. The
elevators are currently operating at their limits which
increases wait times and discourages travel between floors,
decreasing the face-to-face communications that build trust
and strengthen functional connections.

The remainder of the BOE's staff, approximately 1,900
positions, are located in District, Branch and Area offices
across the state. The needs of these BOE employees are
not addressed in this study since the scope of this study
extends to BOE Headquarters operations only.

Mechanical Penthouse

24 _ Legal, Board Proceedings

Legal

20 Media

15

Non-BOE tenants

Legal

621 Capitol Mall
24 story tower, partially occupied by the BOE; leased

Non-BOE tenants

2 Sales and Use Tax, Property Tax

1 Customer Service Center, HR Admin Training

160 Promenade Circle

3 story office facility, partially leased by BOE, leased

I Motor Carrier Unit I Non-BOE tenants

1030 Riverside Parkway
1 story office showroom facility, partially leased by BOE

I Taxpayer Records I

3600 Industrial Boulevard
1 story warehouse facility, partially leased by BOE
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2.4 BOE CONTEXT — SPACE TYPES AND NEEDS

2.4 BOARD OF EQUALIZATION STAFF WORK TYPES

B Typical Office
Work

B Return Analysis
Work

Return
Processing Work

OFFICE STAFF

. 78% of the BOE’s existing headquarters
employees (2,217 staff)

. “Typical” office space, similar to “knowledge
workers” in other agencies and companies.

. Constrained in 450 N Street fadiity

. Large departments on relatively small office
floors — three to six floors are required to
house the BOE's large Departrments.

. Large building core elements restrict
communications on the office floors.

. Slow elevators operating at the limits of their
capacity increase employee waiting and
travel time.

RETURN ANALYSIS STAFF

. 16% of the BOE's existing headquarters
employees (460 staff)

. Indudes Return Analysis (Sales and Use Tax
Department) and Return Processing (Special Taxes
& Fees Department) staff.

. Typical office space; but these employees are
functionally reliant on and connected to the
Administration Department’s Retumn Processing staff —
physical adjacency is very important.

RETURN PROCESSING STAFF

(Administration Dept -- Manual processing; limited e-file/e-

pay)

. 6% of the BOE's existing headquarters
employees (175 staff)

. NOT typical office space

. Mail and printing equipment and supplies
requires large open floor areas.

. Enhanced building infrastructure (structural,
mechanical, electrical, technology) is required
to accommodate Retum  Processing
equipment and process flow.

. Constrained in the 450 N Street facility.
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2 2.4 BOE CONTEXT — SPACE TYPES AND NEEDS

2.4 EXISTING BOE FACILITIES SUMMARY — DEC 2015

- 800,000 GSF in five facilities/locations

« 3,300 Seats Available

» 2,852 Authorized Positions

» 86 Seats Planned Vacancy (3%)

» 358 Seats Remaining Vacancy (11%)

» Vacancy is higher than necessary due to fragmented
facilities, e.g.: If Legal needs to grow, they will grow
at their 621 Capitol Mall location to keep their
Department together instead of occupying space that
is available in the 450 N Street building.

» Vacancy could be managed to approximately 3% in a
new facility, reducing overall space needs.

90,000 GSF 80,000 GSF 25,000 GSF 15,000 GSF

Occupled: 592,000 GSF Decupled: 89,000 GSF Occupled: 82,000 GSF Oecupled: 23,000 G5F Oecupied 15,0000 G5F

450 N Street 621 Capitol Mall 160 Promenade 3600 Industrial 1030 Riverside
Circle Bivd Parkway

Executive Office Legal Property Tax Taxpayer Records Motor Carrier Unit

External Affairs Board Proceedings Customer Serv Ctr

Administration Media Prod Admin Training

Special Taxes & Fees
Sales and Use Tax
CROS team
Technology
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2.4 BOE CONTEXT — SPACE TYPES AND NEEDS

2.4 EXISTING SPACE USE AND SEATING CAPACITIES

Recondiied Rullding Area and Seat Count Cabislations — HGA and DES
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2 2.4 BOE CONTEXT-— SPACE TYPES AND NEEDS

2.4 EXISTING OCCUPANTS BY BUILDING

Aviadaliie ILCAR, GiSF i1
Seats Totel [MGA abis) Soad Cwcuparts (Aug 7015)
450 N Street
PH +] 5] Bl al
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2.4 BOE CONTEXT — SPACE TYPES AND NEEDS

2.4 SPACE TRENDS AND NEEDS

As shown in this diagram of the BOE's space needs, both
historical and projected, the BOE's faciity needs have
continued to increase over time. This study has not
revealed any data that would indicate that this growth trend
will subside in the next ten years.
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Projection:

+  Additional space is needed by Jan 2019. (sooner if BOE growth spikes befare then, e.g.: Cannabis legislation)
+ At 2025, vacant space will be down to approximately 50,000 GSF if space is added in 2019 as shown.

Planning should be in progress in 2020 for additional space beyond the 995,000 GSF projected in this study.
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3

RESPONSES TO STATE AUDITOR REPORT 2014-108

The State Auditor Report 2014-108 recommends that the
Board of Equalization (BOE) provide additional information
to support their request for a new low-to-mid-rise facility.

Their

recommendations are organized around five

categories which will be responded to in the following order
and outline.

3.0 AUDITOR’'S REPORT OVERVIEW

3.1 PROVIDE SUPPORTING RATIONALE FOR
ASSUMPTIONS

3.2 STUDY INEFFICIENCIES IN CURRENT SPATIAL
CONFIGURATION AND IMPROVEMENTS WITH
CONSOLIDATION

3.2.1 Improvement Levers

3.2.2 Disruptive Forces of Change
3.2.3 Scope of Investigation

3.2.4 TAT Processing Volume

3.2.5 Fadility Impact on Material Flow
3.2.6 Process Flows and Events
3.2.7 Material Movement

3.2.8 Fadility Impact on Staffing

3.3 INCORPORATE STAFFING GROWTH INTO
ANALYSIS (FORECASTING HEADCOUNT)

3.3.1 Staffing Overview - BOE History
3.3.2 Revenue Growth
3.3.3 Staffing Analysis

3.4 PRODUCTIVITY

3.5 DGS: OPTIONS FOR 450 N STREET BUILDING
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3 RESPONSES TO STATE AUDITOR REPORT 2014-108

3.0

AUDITOR’S REPORT OVERVIEW

In 2013, the Board of Equalization formalized their request
for a new consolidated campus in a report titled “Relocation
and Consolidation Preliminary Study, Board of Equalization,
amended August 15, 2013.” The California State Auditor’s

CURRENT BOE OPINION

A new low-to-mid-rise consolidated campus would
support the business of The Board of Equalization
better than the five facilities the BOE currently
occupies, due to:

Office, while agreeing with the general assessment that the

BOE would operate more efficiently in a low-rise campus +  The effidency of consolidated operations.

that accommodates all BOE employees, issued a report +  Faster Retum Processing operations.

titled “'State Board of Equalization, Report 2014-108", dated +  Less waste in staff travel and movement of material
September 2014. Their report outlined five key actions steps (mail and supplies) between fadiities.

for the Board of Equalization and the Department of General +  Improved communication and collaboration - within

and between departments.
. Improved flexibility to support future changes.

Services (DGS) regarding the BOE's fadilities.

The State Auditor's summary of their recommendations
regarding the BOE's 2013 Study are listed below. This

This opinion is:
chapter of the Process Improvements Study, coupled with . %onsistent with  previous  reports  and
the evaluation of the BOE's Facilities Options in Chapter 4, recommendations.
responds to the four State Auditor's recommendations .

Substantiated with the analyses of Return
Processing work streams, headcount growth and
physical layouts outlined in this report.

related to the BOE's operations. Since work is currently
underway by the DGS regarding the fifth item related to the
future of the 450 N Street facility, the DGS will address
Item 5 separate from this report.

Recommendations to Equalization, Board of

Number Recommendation

To more clearly demonstrate its case for a new facility, BOE should ensure that it has a supportable rationale for
the assumptions underlying its analysis of the costs and benefits of moving to a new consolidated facility.

To more clearly demonstrate its case for a new facility, BOE should continue its plans to conduct a study to
2 identify inefficiencies in its current spatial configuration and how its operations could improve with a new
consolidated facility.

To more clearly demonstrate its case for a new facility, BOE should incorporate staffing growth into its analysis

3 of costs and benefits, using projections based on long-term historical data.
To ensure that it can accurately estimate any shifts in worker productivity and state revenue, BOE should

4 strengthen its current methodology by analyzing the productivity and revenue collection of its employees
and by monitoring those metrics at least semiannually. Additionally, BOE should support its methodology with
documentation.

Recommendations to General Services, Department of
Number Recommendation

To ensure that resources are spent wisely, General Services should seek the funding and approval needed to
analyze whether keeping or selling the BOE building would be in the State's best financial interest. As part

5 of that analysis, General Services should conduct, or contract for, appraisals to assess the value of the building

with and without the repairs to determine whether making the repairs is in the best interest of the State. If
continued ownership of the building appears to be prudent, General Services should evaluate potential
productive uses for the building should BOE move to a new facility. General Services should report the results
of its analysis to the Legislature no later than September 2015.
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3 RESPONSES TO STATE AUDITOR REPORT 2014-108

3.1
PROVIDE SUPPORTING RATIONALE FOR
ASSUMPTIONS

BOE should have a supportable rationale for the
assumptions underlying its analysis of costs and benefits
of moving to a new consolidated fadility. This specific point
has direct links to the four other main auditor points. This
section, therefore, contains a high-level summary of the
other auditor requests.

Section 3.2 BOE 5% Efficiency Improvement

Even though electronic filing and payments have increased,
manual paper-based processes are still required for many
taxes, especially newly-mandated taxes enacted by the
Legislature. Opportunities exist to improve the efficiency of
the BOE's paper-based revenue generations processes by
5%, but due to the limited number of staff relative to the
total staffing counts within 450 N Street, the quantifiable
savings are not substantial. See section 3.2.

Section 3.3 BOE 3% Growth Projection

After comparing the BOE's historical staff growth against the
addition of tax/fee programs and manpower requirements,
resulting technological development investments, impact on
volume of physical receipt, movement and processing and
reductions from online retums and payments, the 3%
annual staff growth can be more quantitatively
substantiated. A 3% year over year growth rate across the
entire BOE structure is equivalent to a 30% staff increase
over ten years from today in 2015 to 2025. See section 3.3.

Section 3.4 Productivity Measurement

For the last two years, return processing has a self-reporting
productivity measurement system which tracks labor hours
spent to specific workflow activity codes. This tracking
system is used to generate Budget Change Proposals in
response to new tax / fee legislation or changes in laws.

Section 3.5 Lease costs
The DGS is in the process of analyzing potential uses for

450 N Street and evaluating associated lease costs and
savings.

3.2

STUDY INEFFICIENCIES IN CURRENT
SPATIAL CONFIGURATION AND
IMPROVEMENTS WITH CONSOLIDATION

3.2.1
IMPROVEMENT LEVERS

A variety of process improvements, dependent on the
physical environment, are outlined in the following sections.
Implementation of the potential improvements are not
reasonable within the constraints of the 450 N Street fadility
in its current configuration.

Process inefficiency or waste in a transactional system is
defined in three primary ways: unevenness, over-burdening
and wasteful activity.

A. Wasteful Activity

Wasteful activity is defined in seven general categories:
Waiting (people for work to do), Inventory (work to do
waiting for people), Transportation (physical movement of
material / information across work cells), Defects (Errors
requiring rework), Motion (waste effort within work cell),
Overproduction (producing ahead of demand), Processing
(adding more to a product than is valued).

In the context of BOE Revenue Generation, the analysis
quantifies the workload volume, process steps and the
facility by measuring the annual waste associated with staff
motion and material transportation as received materials
move from Shared — Retum Process on ground floor and
second floors to Sales Tax Return Analysis and Special Tax
Retum Processing on floors located throughout the tower.

B. Unevenness

Workload variation creates obvious management issues in
matching the workload demand with staffed resources.
Although on average the staffing might meet demands, an
uneven system suffers serious periods of over staffing and
under staffing. Cross-training and having work that can
float for extended periods of time without consequence are
necessary mitigating strategies.
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In the context of BOE Revenue Generation, unevenness is
the greatest contributor to inefficiency. Tax and Fee
collection schedules are periodic by quarter, calendar or
fiscal timeframes. The first half of months following end of
month reporting periods receive high volumes of inbound
material. Some programs only collect revenue for a few
quarters of the year. Given the elimination of most
intermittent ~ staff  positions, Revenue  Generation
Department Managers must cover the peaks periods of
demand to ensure timely revenue by over staffing relative
to the annual average, placing work into queues (causing
downstream rework), displacing personal time to low
demand periods and borrowing and re-locating resources
across departmental boundaries. In low periods, inbound
mail quantities are less than 500 pieces per day. During
peak periods, the inbound piece count is greater than
500,000. Given the goal of processing a received payment
the same day, the program reporting periods are causing
significant  workload swings throughout Revenue
Generation. Sales Tax - Return Analysis and Special Tax —
Return Processing work peaks echo by weeks that of
Shared — Retum Processing.

C. Over-Burdening

Over-burdened systems may result from inattentiveness to
upkeep of mission critical resources, but more often than
not these system failures are a result of significant peak
loads cause by variability in demand.

In the context of BOE Revenue Generation, preventative
maintenance is scheduled during non-peak times. The
human resources are the primary concern. In every step of
the process, human resources are adding value in
processing physical documents into an electronic medium or
acting on electronic medium in reconciing any errors /
issues with customer remittance. As staff become over-
burdened during peaks, the opportunity for error increase.

RESPONSES TO STATE AUDITOR REPORT 2014-108

3.2.2
DISRUPTIVE FORCES OF CHANGE

Current and future disruptive forces are constantly changing
the way the BOE operates. These forces present new
opportunities to streamline the BOE's operations, particularly
Revenue Generation processes. We do not anticipate
that these changes will result in substantial
reductions in projected staffing levels or space
needs, but they will present opportunities to
reallocate resources and retrain staff for new or
expanded functions. The disruptive forces that create
change indude:

A. New Taxes / Fee Programs

From the 2003 to 2015 there have been six new tax / fee
programs. These recent tax / fee programs are collecting
less tax / fee per customer. As new tax / fee programs are
introduced, the technological ability to collect retumn
information and fees electronically lags implementation by
years (speed to market or the development cost of the
technology).

B. New Technologies / Electronic Remittance

Since 2006, electronic remittance of retums, schedules and
payments for mature tax / fee programs has peaked and
plateaued. As technology removes the physical receipt of
returns, schedules and payments, new tax and fee
programs increase the amount of total system receipts,
many of which are mailed in forms and payments.

C. Process Improvements

Process improvement opportunities within Revenue
Generation are prevalent, many of which are directly
attributable to the physical layout.

D. Future Work Streams 2, 3,4

Over the next decade, technological advances in scanning
hardware and software will dramatically change the function
of Key Data Entry. Migration to 100% scanning/paperless
operations will automate the bulk translation of tax / fee
customer information received via mail into electronic
medium. Emphasis will be on high volume, low complexity
tax / fee programs.
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3 RESPONSES TO STATE AUDITOR REPORT 2014-108

E. New Board Members

The Members of the Board are appointed positions running
on spedific platforms. Board members directly influence tax
and fee program legislation, the budget change proposal
process and customer outreach initiatives. Board members
periodically move in and out of their positions, resulting in
changes to strategies and tactics impacting Revenue
Generation.

E. New Fadilities

As the BOE grows, adjusting to the dynamics of the various
disruptive forces, a facility that provides adaptive flexibility
will have an increasingly positive impact on Revenue
Generation staff performance.

3.2.3
SCOPE OF INVESTIGATION

The process inefficiencies due to the physical limitations of
450 N street are limited to the Revenue Generation
departments induding Shared/Admin Return Processing,
Sales Tax Return Analysis, Special Tax Return Processing
and Mail and Print Services. The scope of this study
includes departments that receive, handle, transport and
process physical documents.

These departments represent 30% of the headcount in the
450 N Street facility. Given the size of these departments
relative to the whole, significant improvements in staff
productivity in these departments will have limited impact
on the overall productivity performance of the BOE.

Outbound Mail and Print Services are located on the
first level of the fadility. The print, mail and material storage
areas are spread-out across the floor, crossing retum
processing operations. There is no expansion space for
additional printing equipment to increase outbound
production capacity.

Shared/Admin--Return Processing operations
supporting both Sales Tax and Special Tax departments are
located on the first and second floors. The two floor
operation is problematic for transportation of in-process
materials, cross-training / staffing sharing and management
/ supervision perspectives.

Sales Tax—Return Analysis is located on floors 9, 11 and
14. Sales Tax — Return Analysis represents 75% of annual
revenue collections. The size of the department and small
floor plates of 450 N introduce barriers to cross-training
within the department. During peak quarterly collection
months, Sales Tax Return Analysis sends 50+ people to the
second floor to assist Retum Processing and open inbound
mail. Work in process during these periods stands idle.

Special Tax—Return Processing is located on floors 17
and 18. In stark contrast, Special Tax—Retum Processing
represents only 22% of the revenue collection, but 90% of
individual tax / fee programs. The size of the floor plates
relative to the staffing counts are not punitive to special tax
as the program teams are much smaller and highly specific
in program expertise. Unlike Sales Tax—Return Analysis,
Special Tax—Return Processing does not share resources
during peak times with Shared/Admin—Return Processing.

{ Mechanical Penthouse \

24 | property Tax, External Affairs,
Administration

20

Special Taxes

15 Sales and Use Tax

[ Mechfrical ] |||::|

] Sales and Use Tax
10 7] CROs

:I Sales and Use Tax

:| Technology Services
5

—‘A-' inistration

Lobby /Shared / Common 1 J

450 N Street
24 story tower, fully occupied by the BOE; leased

Figure 3.2.3.1: Color coded departments in existing 450
N Facility
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3 3 RESPONSES TO STATE AUDITOR REPORT 2014-108

3.24 Revenue by Process Type
TAT PROCESSING VOLUME

60,000,000,000

While total revenue collected is an indicator of BOE
workload for Revenue Generation departments, it does not  50,000,000,000
tell the whole story. Each tax program has a unique profile

of collection processes, electronic collection platforms and  40,000,000,000
customer preferences. Tracking this profile at the taxable

activity type (TAT) provides insight into how material is 30,000,000,000
received, handled, and processed into the system. Material
handling is one way process improvement can be measured
in fadility terms.

20,000,000,000

TAT reports capture the daily amount of payments collected ~ 10,000,000,000
electronically or by physical receipt of mail. The annual roll-

up of the TAT reports categorize the receipt of payments as 0
electronic, batch or on-lined. Batch and on-lined refer to '13-'14 '14-'15
specific processing steps as the physical documents are
receipted in the mail sorting area.

Special Special

. . H Batch B On-Line ® Electronic
A summary of the total and relative revenue types is shown

at right. Upon inspection, it is clear that the majority of Figure 3.2.5.1: Absolute revenue of TATSs by process type

payments collected are assodiated with the on-lining from 2013 to 2015
process, and that a vast majority of revenue is collected via
on-line payment.

Since data at the TAT level has only been collected formally

for the past two years, measuring the transition of TAT's Revenue by Process Type
from Batch or On-lined to Electronic processing over time

was not attempted due to the limitation of available data.

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

'13-'14 '14-'15 '13-'14 '14-'15

Sales Sales Special Special

B Batch mOn-Line ® Electronic

Figure 3.2.5.2: Relative revenue of TATs by process type
from 2013 to 2015
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3 RESPONSES TO STATE AUDITOR REPORT 2014-108

3.2.5 Items by Process Type
FACILITY IMPACT ON MATERIAL FLOW

Determining the quantitative implications of the facility on 4,000,000
the material flow of inbound receipts requires an

understanding of: 3,500,000 — [ ]
+ piece-work volume, 3,000,000 — —
« the steps of the process,

+ points of collection (i.e. staging locations of 2,500,000 — [ ]
multiples of piece-work), 2,000,000 — —
+ transport devices (i.e. carrying capacity of a bin 1,500,000 — [ [
or cart),
* transport paths, and 1,000,000
« vertical circulation and transfer times (i.e. 500,000
elevator).
0
In an effort to introduce the reader to the challenge at '13-'14 '14-'15 '13-'14 '14-'15
hand, the following section will touch briefly on each aspect ‘ ‘ ‘ _ ‘ _ ‘
of the revenue generating processes starting at the high Sales Sales Special Special

level and delving deeper as needed. B Batch mOn-Line Electronic

Volume Figure 3.2.5.3: Absolute quantity of TATs by process type

from 2013 to 2015
According to the most recent data at the time of this writing

the graphs at right total the number of payments received
at 5.3 million in FY 2013-2014. Similarly, in FY 2014-2015,
the total number of payments received was 4.8 million.
Items by Process Type
In terms of revenue, a total of $59.7 billion was received for
2014. Of that total, 95% was received electronically-—
almost all of total revenue received by the BOE. 100% — — — — —

90% — —— —— —— —

Understanding the magnitude of volume shines light on the 80%

magnitude of material flow reaching BOE's mail delivery

dock annually and subsequently reveals the value of each 70%
respective type of item — be it Batch, On-line, or Electronic. 60%
50%
Note that most items and payments are handled by 40%
electronic systems, which means a majority of resources in 30%
revenue generating departments exist to manage a very .
small proportion of collected revenue. 20%
10%
With that said, when mail materials reaches the BOE dock, 0%
it follows a very specific process to extract documents and '13-'14 '14-'15 '13-'14 '14-'15
revenue. This is to ensure timely delivery of parcels to each ‘ ‘ ‘ _ ‘ _
relevant department in order to credit payer accounts and Sales Sales Special Special
deposit payments as quickly as possible. A summary ®Batch mOn-Line m Electronic

description of this process follows in the subsequent section.

Figure 3.2.5.3: Relative quantity of TATs by process type
from 2013 to 2015
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3.2.6

PROCESS FLOWS AND EVENTS

Overall Process Flow

Customers submit return documentation and payments for Received

programs in three combinations:

1. Electronic payment and mailed retum with schedules,

2. Payment with check and mailed returned with
schedules, and

3. Payment with check and mailed voucher.
A limited number of cash payments are also received.

Sorted

The TAT report only measures items received in terms of

individual payments. Received mail items may include Batched
multiple individual payments or returns with schedules

without payments. Daily mail receipt reports will show the

amount of mail received by process category. Between the

two report types, a snapshot of the amount of received

items can be attained.

Batched Bricked On-lined

Encoded Keyed

For the purposes of calculating material movement, the
analysis uses the TAT report as the basis for data. The TAT
report collects information by process flow. The process
steps will be simplified connecting physical locations to the
basic steps for both Batched and On-lined work processes.

Deposited Encoded

A simplified representation of the overall process and
relevant departments is shown at right. The blocks read
top to bottom and branch by row. The graphic is intended
for a cursory understanding of the high-level flow as details
of each step are detailed in the coming pages.

Keyed Deposited

Electronic

Uploaded Uploaded

At the beginning, inbound items are delivered weekday
mornings to Mail Sorting. On low volume days, sorting is
perfomed manually. On high volume days, sorting is
performed on the automated sorter (which only sorts, it
does not open mail). Depending on the sorting category,
items will be marked for Batch or On-lining processes. The
opening of the mail is either performed manually or with the
assistance of a mechanical extractor.

Allocated Allocated

As the process progresses, the material follows either the Keyed
Batched or On-lining flow paths until:
1. The checks are deposited,

2: Retums and documents are keyed, o .
3. Information is uploaded to IRIS, and IRIS Initiated Tasks Distributed for
4. Accounts are credited. Action

Figure 3.2.6.1: Conceptual overall flow diagram for
shared revenue generating departments
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Overall Detailed Flow

As shown in the event stream diagram below, there are
specific paths that materials follow from receiving through to
retum analysis and finally taxpayer records.

By reading from top to bottom, one can follow the
branching that occurs at each stage of mail processing
depending on the type of material the mail comprises.

DRAFT

RESPONSES TO STATE AUDITOR REPORT 2014-108

By understanding this diagram, one can understand the two
primary forms of physical material within the retumn
processing department—namely batch returns and on-lining
materials.

This diagram is intended to show the details of both
branches that occur from the receiving dock to process
completion for revenue generating departments. Each color
represents a different path flow and is marked at the path
start. Please refer to the legend for details on how to read
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Batch Definition

The batch flow diagram is a subset of that shown on the
preceding page. Batch material comprises sales and use

tax retuns that are submitted in hardcopy to the BOE.
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Figure 3.2.6.3: Event diagram for just batch processing
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In simple terms, the mail is received, sorted, extracted and
divided into TATs for further processing. Depending on the
types of errors, discrepancies and form of payment, the flow
branches to various areas such as return analysis and
encoding. However, all material is intended to make its way
to key data entry for uploading into IRIS where it can be
processed and responded to accordingly by each tax
specialization department.
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On-lining Definition

On-lining material comprises documents that are dassified
as an accounts receivable, a fire fee, or a voucher. They
are material which due to sheer volume and a timeliness
component, require a different flow path.

o

RESPONSES TO STATE AUDITOR REPORT 2014-108

Specifically, this flow path is intended to credit account
holders with the state to reflect their true balance. This
approach minimizes the risk of falsely mailing paid accounts
that are connected to the BOE's automatic mailing system.

In the following section, further details regarding each of
the flow paths for batch and on-lining are described in
physical space at the existing facility. One can refer back to
the event stream diagrams to understand the process flow
connections.
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3.2.7
MATERIAL MOVEMENT

In this section, the revenue generating processes are made
tangible through the use of time, distance and floor plans.
The tables represent the data associated with time—both in
elevator and horizontal transport—and the distance for each
path traveled is highlighted in the diagrams at right.

TAT Batch Processing Material Movement

Batching processing work flow begins on the first floor
where the mail is sorted, extracted, batched and staged for
transport to second floor. On second floor, batch
documents are encoded before cycling through Key Data
Entry. Paper document materials will eventually return to
first floor for distribution to the programs on upper levels,
eventually finding their way to off-site scanning services for

Sales Tax, or on-site scanning services for Special Tax.

Table 3.2.7.1: Travel distance and time data by detailed

event for batch material movement

Dist. From To UoM Elev. Time
41 Loading Dock Sorting Room 1000 0 1
111 Sorting Room Hand Sort / Tray Stage 1000 0 4
61 Hand Sort / Tray Stage Extractor 500 0 4
10 Extractor Module Staging 500 0 1
56 Module Staging Batch Processing 20 0 99
57 Batch Processing Batch Header 20 0 101
10 Batch Header Add Staging 20 0 18
42 Add Staging Add Tape 20 0 75
42 Add Tape Batch Complete Table 20 0 75
35 Batch Complete Table Transport Cart 20 0 62
364 Transport Cart Freight Elevator 20 0 647
0 Freight Elevator 2nd Floor 250 1 71
81 2nd Floor Encoding Stage 250 0 12
24 Encoding Stage Encoding Machine 20 0 43
0 Encoding Machine Encoding Tape 20 0 0
33 Encoding Tape Creation of Batch Header 20 0 59
15 Creation of Batch Header Scanning 20 0 27
15 Scanning Batch Staging 20 0 27
41 Batch Staging Check Vault 20 0 73
144 Batch Staging KDE Batch Sorting 20 0 256
45 KDE Batch Sorting KDE Batch Queue 20 0 80
69 KDE Batch Queue KDE 1st Pass Forms 20 0 123
69 KDE 1st Pass Forms KDE Batch Queue 20 0 123
120 KDE Batch Queue Freight Elevator 200 0 21
0 Freight Elevator 1st Floor 200 1 89
85 1st Floor TSD 200 0 15
85 TSD Freight Elevator 200 0 15
0 Freight Elevator Program Floor 200 1 89
100 Program Floor RA Verification 200 0 18
100 RA Verification Freight Elevator 200 0 18
0 Freight Elevator 1st Floor 200 1 89
500 1st Floor Mail Messaging 200 0 89
250 Mail Messaging KDE Batch Queue 200 0 44
100 KDE Batch Queue KDE 1st Pass Schedule 20 0 178
100 KDE 1st Pass Schedule Batch Queue 20 0 178
100 Batch Queue KDE 2nd Pass Schedule 20 0 178
100 KDE 2nd Pass Schedule Batch Queue 20 0 178
150 Batch Queue Freight Elevator 20 0 267
0 Freight Elevator 1st Floor 200 1 89
500 1st Floor Mail Messaging 200 0 89
250 Mail Messaging Loading Dock 200 0 44

Loading Dock

TRU

12 min 1-way (6 miles)
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Figure 3.2.7.1: First floor movement diagram for batch
material
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Figure 3.2.7.2: Second floor movement diagram for
batch material
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TAT On-lining Material Movement

On-lining processing work flow begins on the first floor

where the mail is sorted, extracted, bricked and staged for
transport to second floor. On second floor on-lining a,500 wwn s
documents are cycled through Key Data Entry before
encoding. Most paper documents are now shredded after

encoding / scanning is complete.

Table 3.2.7.2: Travel distance and time data by detailed

event for on-lining material movement

Dist. From To UoM
41 Loading Dock Sorting Room 1,000
111 Sorting Room Hand Sort / Tray Staging 1,000
61 Hand Sort / Tray Staging Extractor 500
10 Extractor Brick Making 500
72 Brick Making Transport Cart 500
364 Transport Cart Freight Elevator 500
0 Freight Elevator 2nd Floor 1,000
81 2nd Floor Encoding Stage 1,000
184 Encoding Stage On-Line Stage 1,000
40 On-Line Stage KDE On-Line 100
177 KDE On-Line Encoding Stage 100
24 Encoding Stage Encoding 100
0 Encoding Run Tape 100
33 Run Tape Scanning Batch Header 100
15 Scanning Batch Header Scanning 100
15 Scanning Encoding Stage 100
41 Encoding Stage Check Vault 1,000
Notes

*1 Pull direct from KDE on-lining desks

*2 KDE did an add tape when on-lined

*3 Manual batch check quantity and batch total

*4 Scanning checks the number of checks and after it OCR's then it returns a subtotal,

and returns an out of balance
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Figure 3.2.7.3: First floor movement diagram for on-lining
material
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Figure 3.2.7.4: Second floor movement diagram for on-
lining material
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Figure 3.2.7.5: Conceptual idealized material flow

Table 3.2.7.3: Summary calculations for batch material movement for both batch and on-ining

movement
Batch Processing
Speed 125 Feet Per Minute 90,770 Piece Per Transport FTE
Elevator 4 Minutes 2.9 FTE
Checks 226,538 6,107 Paid Hours
Check to Piece Ratio 85% 60% Direct to Paid
Total 266,515 3,664 Direct Hours
Daily Inbound 1,066 213 Items Per Cart
Trays Per Day 2.1
Number of Process Points 41

Table 3.2.7.4: Summary calculations for on-lining material

movement
On-Lining Processing
Speed 125 Feet Per Minute 1,867,518 Piece Per Transport FTE
Elevator 4 Minutes 0.7 FTE
Checks 1,352,773 1,522 Paid Hours
Check to Piece Ratio 99% 60% Direct to Paid
Total 1,366,437 913 Direct Hours
Daily Inbound 5,466 Items Per Cart
Trays Per Day 10.9
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3.28
FACILITY IMPACT ON STAFFING

Workload Variability

Given the variability caused by the various tax / fee program
collection schedules, Revenue Generation managers
continually balance timeliness of work with available
resources. From a productivity perspective, managers
mitigate peaks and valleys with several strategies:

+ Managers over-staff permanent positions above average
levels to better meet peak demands. Productivity
analysis shows, however, this in not true because
Shared — Return Processing is operating at 16 FTE's
under what is the calculated productivity requirement to
keep up with average workload demands.

» Managers place lower priority work on hold and perform
inbound processing work during peak periods.

« If possible, personal time off requests are taken during
non-peak periods.

+ Staff from other departments put work into queues and
assist with inbound processing performing low level
tasks (opening mail) during peaks.

RESPONSES TO STATE AUDITOR REPORT 2014-108

The workload variability is significant across Revenue
Generation departments and impacts each of them
differently. The lowest month of Revenue collection is
March 2014 with just over $4 Billion collected compared to
the highest month of June 2015 with just over $6 Billion
collected. From a workload productivity perspective, the
variabilty for the maximum month is 1.5 times the
minimum and just over 1.2 times the monthly average.

Shared/Admin--Retumn Processing variability is most dosely
tied to inbound item quantity, exduding electronic
collections.  Sales Tax—Return Analysis variation is most
dosely tied with Sales Tax items including electronic
collections, however, the workload queue may lag actual
receipt and processing by weeks. Likewise, Special Tax —
Return Processing variation is most closely tied to Special
Tax items including electronic collections. The Special Tax
work queue also lags receipt and processing by weeks.
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Figure 3.2.8.1: Monthly revenue totals from Jul 2013 to
Jun 2015 according to TAT reports
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Workload Variability: Shared - Return Processing

Shared/Admin—Retum Processing has 175 FTEs. The
department in the current facility is located on floors one
and two. The lowest month of items received is September
2014, with just over 50,000 items processed compared to
the highest month of May of 2014, with over 280,000 items
received. From a workload productivity perspective, the
variabilty for the maximum month is 4.7 times the
minimum and just over 1.6 times the monthly average.
Shared/Admin—Retum Processing is more susceptible to
workload variation as a small subset of mail-dependent high
volume programs have uneven collection schedules.

For some staffing positions the roles are similar enough to
leverage coss-training.  This increases the ability of
management to match staff capacity with workload demand
within the department. The consolidation of operations to
one floor would greatly increase the ability of management
to do more with less. Key Data Entry staff could flow to
cashier functions. Cashiering staff now located on two
floors could flow between batch and brick processing
encoding functions. Cashiering located on first flow could
flow into Key Data Entry.

Montly Received Items Collection Variation
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Figure 3.2.8.2: Monthly item quantity totals from Jul 2013 to Jun 2015
according to TAT reports for Shared — Retum Processing
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Workload Variability: Sales Tax — Return Analysis

Sales Tax—Return Analysis has 380 FTE's. The department
in the current facility is located on floors 9 and 14. The
lowest month of items received is September 2013, with
under 220,000 items processed compared to the highest
month of May of 2014, with almost 425,000 items received.
Only a small portion of items collected error out to this unit
for reconciliation. The true workload demand lags the
receipt of the items in terms of weeks. From a workload
productivity perspective, the variability for the maximum
month is 1.9 times the minimum and just over 1.4 times the
monthly average.

Sales Tax—Retumn Analysis has six different teams oriented
around the specifics of the main tax programs. This allows
some cross-training opportunities to occur within teams, but
infrequently across teams, as the physical facility splits the
department onto two distinct floor locations with some
teams on floors 14 and others on 9.

Montly Received Items Collection Variation
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Workload Variability: Special Tax — Return
Processing

Special Tax—Return Processing has 80 FTE's. The
department in the current facility is located floors 17 and 18.
The lowest month of items received is December 2013, with
under 30,000 items processed compared to the highest
month of June of 2015, with over 220,000 items received.
Only a small portion of items collected error out to this unit
for recondliation. The true workload demand lags the
receipt of the items in terms of weeks. From a workload
productivity perspective, the variability for the maximum
month is 7.9 times the minimum and just over 2.0 times the
monthly average.

Special Tax—Return Processing has 76 TAT programs.
Teams are highly specific to the requirements of each
program. Teams are small given the high number of
programs. This is a barrier to cross-training opportunities as
the expertise / work tasks on programs is very specific.

Montly Received Items Collection Variation
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Order of Magnitude Potential of Revenue
Generation Cross Departmental Sharing

During peak times Sales Tax—Return Analysis sends up to
50 people down to second floor to help Shared—Return
Processing perform low complexity, high-volume tasks (i.e.
manually opening Sales Tax related mail). To a degree
each of the three Revenue Generation major departments
can find low complexity, high volume tasks and shift
resources across departmental boundaries during periods of
low demand, increasing overall productivity of Revenue
Generation.

In the current state, these three silo functions are spread
out over five different floors. If these functions could be
located in a more consolidated environment, from a
management perspective the opportunity to develop work
sharing/cross-training is enhanced. Compared to the
improvement savings in reducing waste associated with the
physical movement of materials the potential for workforce
sharing is considerable.

When the curves for each of the departments are stacked
based on an equivalent item per department FTE, and a
more holistic perspective is taken to workload management,
the variability for the maximum month is 3.9 times the
minimum and just over 1.6 times the monthly average.

RESPONSES TO STATE AUDITOR REPORT 2014-108

The analysis is admittedly more qualitative and suggestive.
Special Taxes—Retum Processing is skewing the results as
they process almost 30,000 collected items per FTE while
Shared—Retum Processing and Sales Tax—Return Analysis
process around 20,000 items per FTE. Only a portion of
tems actually reach both Sales and Special Taxes, while
only the Batch and On-lining items physically received by
Shared—Retum Processing are included in the equivalency
calculations. Time lag between processing by Shared-
Return Processing and erroring out to Sales Tax—Return
Analysis and Spedial Tax—Return process in not factored in.

Taking each department in isolation, the maximum
workload per month is 7% greater when compared to
stacking the workload of the departments. If this
productivity gain could be realized across each of these
departments the opportunity is 45 FTE's worth of
improvement that can be applied to the current under-
staffing conditions and future workload growth associated
with tax / fee program expansion.

Workload Variation In Shared Condition
(Equivalent Work = Items Per Department Staff)
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Figure 3.2.8.5: Monthly items per department staff from Jul 2013 to Jun
2015 according to TAT reports
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Mail and Print Services

Mail and print services occupy several locations on the first
floor. The department provides the inter and intra-building
mail delivery, printing services and related outbound mail
printing and processing. The locations are oriented around
sorting and delivery of inbound correspondence, printing
technology and outbound printed material processing.
Small teams operate at these locations processing inbound
correspondence and outbound work orders. For outbound
printing processing, raw material stores are distributed in
proximity to each of the services.

Inbound Mail / Mail Messaging

Inbound mail is sorted and routed into batch and on-lining
processing streams, return mail / program streams and
specific departmental correspondence streams.  Mail
messaging is responsible for the distribution and collection
of departmental mail within 450 N Street and scheduled
courier transportation to other BOE Annex fadiities.

48% of inbound mail is program related and flows through
batch and on-lining processes. 30% of inbound mail is
returned mail. Almost 75% of this mail is distributed back
to the associated tax program for follow-up and re-
processing. The balance is overall BOE operations-specific
correspondence.

RESPONSES TO STATE AUDITOR REPORT 2014-108

Inbound Mail
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Cert
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Figure 3.2.8.7: Inbound mail type apportionment
relative to total

On a daily basis the inbound mail is extremely variable. The
average day is just over 8,500 items. During peak days, the
maximum inbound exceeds 50,000 items. The inbound
system during peaks must prioritize processing monetary
items over non-monetary items. Even so, the process will
gueue monetary inbound items for days during these

peaks.

The small sample trend line (data available for only 33
months) suggests a decline in total inbound receipts. Fire
fees, however, are 53% of overall program volume. This
new tax program was implemented in 2013. This highlights
the impact of new tax programs on inbound mail and
Shared-Retumn processing program resource requirements.
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Figure 3.2.8.6: Monthly items per department staff from Jul 2013 to Jun
2015 according to TAT reports
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Outbound Mail and Print Services Monthly Outbound Mail Variation

Unlike the slight reduction in inbound items evidenced in 5,000,000
Shared—Retum Processing, workload in Mail and Print 4.000.000
Services has over doubled in volume over the last five years.
This outcome is due to an increase in number of tax 3,000,000
programs and resulting notifications and outreach 2,000,000
communication activities supporting tax/fee programs

driven by board members. 1,000,000

Printing technology has helped mitigate the increased
workload demands through productivity improvements.
The 450 N Street facility, however, is an impediment in two
ways:

1. Additional printing equipment wil be required as
volume increases above current levels and the printing
locations are located in isolated locations, and

2. The isolation limits level loading of workload with cross-
trained staff within printing / outbound mail processing.

If the benefit of increased productivity through physical co-
location is realized then applied to mail and print services, a
similar 5% productivity gain is possible. This would result in
increased productivity to be carried on to future Mail and
Print Service growth.

Correspondingly, the amount of space dedicated to these
functions in both print and outbound mail processing is
expected to grow. Given mitigating strategies of expanding
hours of operation and consolidating material stores, a
modest 3% growth rate for staff and space is expected.
Therefore, it is justifiable to expect a high rate of outbound
print and mail correspondence given the growth
experienced over the past five years.

Fiscal Year Metered Outbound Mail

12,000,000
10,000,000 y = 1E+06x + 4E+06

8,000,000
6,000,000
4,000,000 -
2,000,000 -
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Figure 3.2.8.8: Total fiscal year metered counts per year
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Figure 3.2.8.9: Total monthly outbound mail variation
stacking by year

Scanning Services

Scanning services convert paper documents into electronic
media. For Sales Taxes—Retum Analysis, this function
resides at 3600 Industrial Blvd. For Special Taxes—Return
Processing, scanning is collocated with other Special Tax
functions on the floor.

The operation at 3600 Industrial Bivd has 24 FTE's. The
bulk of the workload is scanning of back files associated
with Auditing. The warehouse at this location at the current
staffing levels has years of scanning backlog of auditing
reports. On a daily basis, to support the scanning
requirement of Sale Taxes—Return Analysis, the workload is
one to four mail bins.

The scanning operations of Special Taxes—Return
Processing is nearly as small. The scanning systems are
currently migrating to the same Documentum system used
by Sales Taxes—Return Analysis. When the migration to the
to same scanning software is complete, consolidation of the
Special Tax--Return Processing scanning operations to the
Taxpayer Records Unit may occur.

Although not significant in FTE savings relative to other
opportunities between Sales Taxes—Retumn Analysis and
Special Taxes—Return processing, it does highlight one of
the many opportunities where a consolidated facility would
enable the departments to think more holistically about
work functions and productivity improvement across
departmental boundaries.
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33 Annual Revenue Per FTE
FORECASTING HEADCOUNT

7,000 16.0
3.3.1 6,000 14.0

STAFFING OVERVIEW -- BOE History 12.0
10.0
8.0
6.0
4.0
2.0

0.0

5,000
Historical Headocount 4,000

3,000
To more clearly demonstrate its case for a new facility, BOE
should incorporate staffing growth into its analysis of costs 2,000
and benefits, using projections based on long-term historical 1,000
data.

To project future headcount across the entirety of BOE
requires a historical look back at the relationships between

sources creating demand, disruptive forces and the
correlating human resource capadity. W FTE i 10's of Billion ==#==Rev Per FTE === Average

Figure 3.3.1.1: Total monthly outbound mail variation

The Auditor’s report highlighted the difference between a stacking by year

20-year look back and the BOE's report of a 10-year look
back. The difference in annual growth factors is 2% per
year. Over ten years the compounded difference is 24%.
The key question to be addressed remains - will the next
ten years of BOE operations follow more dosely the
demands of last ten years or the last twenty?

The scope of process improvement in Section 3.2 limited
the analysis to the Revenue Generation departments, only
22% of the overall BOE headcount, therefore the data used
in addressing this Auditor recommendation will be based on
Budget Change Proposal history linked with total revenue
collected.

From 2003 through 2014, revenue has increased from $42
Million to $65 Million. At a macro level, the overall revenue
generated per employee from 2005 through 2014 averages
$12.6 Billion.

Some of the disruptive forces that have been at play in the
ast ten years are:

Economic Recession

On-line forms

Electronic filing

Electronic payments

New high-volume/low fee per customer programs
Greater outreach communication

Greater investment in compliance

Taking these forces into account is crucial for making an
accurate estimate on the degree of headcount growth, and
they were not present 20 years ago.
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3.3.2
REVENUE GROWTH

12 Years of Annual Reports

Information extracted from the annual reports dating back
to 2003 show an overall revenue collection growth of 50%.
The total revenue collected in this timeframe follows the
state of the economy. Due to changes in technology,
customer preferences and resulting workflow initiatives,
revenue is not a perfect indicator of workload for Revenue
Generation departments but can be used as a fundamental
workload predictor for the entirety of the BOE.

Revenue by Tax Program 2003 through 2014
(*2013 Annual Report Not Available - Extrapolated from 2104 Change Rate]
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Figure 3.3.2.1: Revenue by tax program from 2003 to 2014 according to
annual reports
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Sales and Property Taxes

The graph below illustrates the amount of revenue
generated by the Sales Tax department. Although the
origination of the most recent sales program dates back to
1977, there are annual changes to these tax/fee programs.
Overall, the amount of revenue generated per program
dwarfs that of Special Taxes.

Revenue by Tax Program 2003 through 2014
(*2013 Annual Report Not Available - Extrapolated from 2104 Change Rate]
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Figure 3.3.2.2: Revenue from Sales, Use, and Property Tax from 2003 to
2014 according to annual reports
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Spedal Taxes

Special tax and fee programs, although a fraction in total
revenue and significantly lower in revenue per program
than Sales tax, are significantly higher in quantity. This is
reinforced by the revenue collected per staff comparison.

Rewenue by Tax Program 2003 through 2014
(*2013 Annual Report Not Available - Extrapolated from 2104 Change Rate]
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Figure 3.3.2.3: Revenue from Spedial Tax from 2003 to 2014 according to
annual reports
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Program Acceleration

The number of tax and fee programs is accelerating as tax
programs are seldom retired. The graph suggests that the
infusion of new programs is cydical. In better economic
conditions new programs are initiated. In leaner economic
conditions few new programs become implemented. As
BOE approaches the next decade, the chart suggests a
surge in new tax / fee programs. This will likely result in a
need for additional resources given recent Budget Change
Proposal history.
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Figure 3.3.2.4: Cumulative quantity of tax programs from
beginning of BOE history
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STAFFING ANALYSIS

Budget Change Proposals

Any changes to staffing headcount is approved through the
Budget Change Proposal process. Data available back to
2008 categorizes the headcount authorization into Program
Legislation and BOE initiatives.  Program Legislation
headcount represents staff to implement new changes to
programs and can be further categorized into Sales Tax and
Special Tax groups. BOE initiatives are headcount
responses to a wide range of evolving business needs.

From 2008 through 2015, a total of 1,310 positions were
authorized. Of that 80% fall into the BOE initiative
category. From a BCP count perspective, 60% of the BCP's
are BOE proposal, leading to an average position add per
BCP of 45 versus average position add of 18 for legislative

proposal.

Five BCP's were swapped year to year as the function of
authorized positions changed with the needs of BOE. From
2008 through 2014, there are three program headcount
swaps representing 121 positions.

Since FY '08—09 the largest single BCP contributors are
related to Tax Gap initiatives, Tax Compliance and
Enforcement (54%) and development resources for the
CROS technology migration project (18%).

BCP Category Comparison

100%
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60%
50%
40%
30%
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10%

0%

BCP FTE Add BCP Count

B BOE Proposal

Figure 3.3.3.1: Relative and absolute FTE additions and
counts according to BCPs

M Legislation
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Table 3.3.3.1: BCP data for FTE adds from ‘08-'09 to '15-

BCP YR
'08-'09
'08-'09
'08-'09

'08-'09

'08-'09
'09-'10

'09-'10
'09-'10
'09-'10

'09-'10

'09-'10
'09-'10

'09-'10

'09-'10

'09-'10

'09-'10

'09-'10

'10-11
'10-11

'10-11
'10-11

'10-11

'11-'12

'12-'13

'12-'13

'12-'13
'12-'13

'12-'13
'12-'13
'12-'13

'12-'13
'13-'14

'13-'14

'13-'14

'14-'15

'14-'15

'14-'15

'15-'16

16

BCP Description
BCP 1 E-Services Expansion
BCP 2 Tax Gap Initiatives
BCP 3 Statewide Compliance and Outreach
Program

BCP 4 Cigarette and Tobacco Products Taxes
Revenue Recovery

BCP 5 Agricultural Inspection Station Tax Leads
BCP 1 Facilities- HQ

BCP 2 Emergency Telephone Users Surcharge
BCP 3 Offer In Compromise On Qualified Active
Businesses

BCP 5 Tax Refund Litigation

BCP 6 Administrative Appeals

BCP 7 Cigarette and Tabacco Products Licensing
and Enforcement

BCP 8 U.S. Customs Program

BCP 9 Out of State Audit and Registration
Program (1032 Program)

BCP 10 Environmental Stewardship Program
BCP 11 Natural Gas Public Purpose Programs
Surcharge

FL #1 Special Taxing Jurisdictions

Abx4 Non-registered Taxpayers

BCP 2 Increase Revenue Through Agricultural
Inspection Station Tax Leads

BCP 3 Ensuring Fuel Tax Compliance

ABx8 and SB 70 Fuel Tax Swap
Enhancing Tax Compliance

SB 858 Use Tax Line/Collection Cost Recovery
Fee

BCP 1 Permanent Establishment - Statewide
Compliance and Outreach Program

BCP 1 Natural Gas Surcharge
BCP 2 Tax Gap Il

BCP 4 Dell Computers Settlement-Placeholder
BCP 5 AB 155- Use Tax Nexus

BCP 6 Trailer Bill ABx1 29 State Responsibility
Area Fire Prevention Fee

SFL 1 CROS

FIRM

Trailer Bill Timber Reuglation and Forest
Restoration Fee

BCP 1 Enhancement of eServices

BCP 2 Fuel Swap Refund Workload

BCP 3 Joint Operations Center (JOC) Ensuring
Fuel Tax Compliance

BCP 1 Southern California Appeals and
Settlement

BCP 2 Fire Prevention Fee Program

BCP 3 IDS/IPS - Information Security

BCP 1 AB 1717 Prepaid Mobile Telephony
Services Surcharge

°
Bl
<
w
=
Tax Type =
BOE Proposal 16
BOE Proposal 252
BOE Proposal 147
BOE Proposal 34
BOE Proposal 16
BOE Proposal 6
Special Tax/Fee 5
Sales & Use Tax 2
BOE Proposal 3
BOE Proposal 9
BOE Proposal 97
BOE Proposal 12
BOE Proposal 23
BOE Proposal 13
Special Tax/Fee 2
Sales & Use Tax 11
Sales & Use Tax 124
BOE Proposal 43
BOE Proposal 5
Special Tax/Fee &
Sales & Use Tax 7
BOE Proposal 105
Sales & Use Tax/All
Taxes & Fees 1
BOE Proposal 0
Special Tax/Fee 0
BOE Proposal 12
BOE Proposal 0
Sales & Use Tax 28
Special Tax/Fee 54
BOE Proposal 242
Sales & Use Tax 1
Special Tax/Fee 10
BOE Proposal 0
Special Tax/Fee &
Sales & Use Tax 0
BOE Proposal 0
BOE Proposal 0
Special Tax/Fee 9
BOE Proposal 2
Special Tax/Fee 19

Swap Aty

105
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Historical Headcount

When comparing the Budget Change Proposal approved
headcount with the actual BOE headcount, there is a lag in
time explained by the approval, actual hiring and/or position
reclassification. Since FY ‘08—09 the total position difference
between approved and actual is -280. In FY "12-'13, 237
vacant positions were eliminated per Budget Letter 12-03,
leaving 43 positions lagging.

The BCP process for each year is significantly different,
suggesting a high degree of adaptation to market
conditions. During strong economic conditions resources
are mobilized for new program initiatives. In weaker
economic times, resources are shifted to compliance.

DRAFT
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Budget Change Proposal by Category
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Figure 3.3.3.3: Budget change proposal trend
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Figure 3.3.3.2: BCP adds vs BOE position change trends
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Historical Headoount by Personnel Years

. Table 3.3.3.2: Enacted budget position change summary
From FY ‘9596 to FY ‘0506, headcount increased 1.8% from 1995 to 2006

annually. This is in stark contrast to the degree of growth

experienced in the subsequent decade shown next. Enacted Budgets
From FY '95-96 to FY '05-'06 almost all work was paper- . vear to ,
based. A steady growth of only 1.8% was experienced Authorizea  Year  Percent  Straight

BOE YR Positions Change Change Line CAGR

during that time frame and the only significant reduction in
staff occurred in FY '02-'03 vyear; those staff were

subsequently compensated two years later in FY ‘04-'05. ‘94 -'95 2,871
Aithough technology was not leveraged highly in the '95 - '96 2,968 96.6 3.4% 2,968
automation of electronic retumn processing, staff growth was
relatively small. '96 - '97 2,991 23.3 0.8% 3,025
'97 - '98 2,991 -0.8 0.0% 3,081
'98 - '99 3,135 144.1 4.8% 3,138
20 yr - 10 yr Lookback '99 - '00 3,163 284  09% 3,194
BOE Position Count
6,000 300 '00 - '01 3,188 24.6 0.8% 3,251
5,000 I \ - 250 '01-'02 3,211 23 0.7% 3,307
\ - 200
4,000 '02-'03 3,081 -129.2 -4.0% 3,364
- 150
3,000 - 100 '03 -'04 3,084 2.8 0.1% 3,421
2,000~ . 50 '04 - '05 3430 3462  112% 3,477
1,000 - -0 '05 - '06 3,534 103.4 __ 3.0% 3,534
0 - L -50 FY 95 -'96 to FY '05-'06* Total Adds 566
RS SIC-A - B SR IR I I IR o L _
EE D DS DD P FY '95 -'96 to FY '05-'06* Cumulative Growth ~ 19%
B Authorized Positions Straight Line CAGR Compounded Annual Growth Rate (CAGR)  1.8%

= Year-to-Year Change

Notes:

. Indudes all BOE staff nationwide

. PY = Authorized Positions

. Annual variations are due to State economy, new
taxes, staff for new initiatives (CROS), etc.

. Trend line is more useful than individual annual
statistics

Figure 3.3.3.4: BCP FTE count trend from FY ‘9596
to FY '05-'06
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Several key differences distinguish the last ten years from

the previous decade. Revenue collection activities have Table 3.3.3.3: Enacted budget position change summary

almost _ entirely migrgted and_ matured from paper from 2006 to 2016
processing to electronic processing. 237 open positions
were eliminated in FY "12-13. BOE head count has Enacted Budgets
plateaued over the last three years. Overall revenue
continues to recover from the 2009 recession. New ) year to )
programs introduction cycles suggest acceleration over the AUl‘/7_0(/Z€d Year Percent .Stra/ght
next decade requiing additional FTE resources for BOE YR Positions _Change  Change Line CAGR
implementation. With more programs, Tax Gap initiatives,
Tax Compliance and Enforcement will continue to require 05-'06***  3,533.8
investment. Technology will continue to advance requiring
investment in development resources. Productivity gains '06-'07 3,669.8 136 3.8% 3,669.8
will continue to keep pace with revenues per employee with
a more favorable economy. '07-'08 3,800.5 130.7 3.6% 3,783.6
Given the dynamic variability, From FY ‘06-'07 to FY "14-'15, '08-'09 4,033.3 232.8 6.1% 3,900.9
headcount has increased 3.58% annually, while revenue
per headcount has increased 3.15%. '09-'10 4,292.4  259.1 6.4%  4,021.8
1 _t 0,
10-Year Lookback 10-'11 4,470.2 177.8 4.1% 4,146.5
BOE Position Count "11-'12 44776 7.4 02%  4,275.0
6,000.0 300
12-'13** 4,712.1 234.5 5.2% 4,407.5
5,000.0 250
200 '13-'14 4,849.1 137 2.9% 4,544.2
4,000.0
150 '14-'15 4,848.6 -0.5 0.0% 4,685.0
3,000.0
100 '15-'16%  4,830.3  -183  -04% _ 4,830.3
2,000.0 50
'06 -'07 to '15-16* Total Adds 1,160.5
1,000.0 0
1 o {E_1A% H 0,
0.0 50 06 -'07 to '15-16* Cumulative Growth 31.6%
£ £ \Q%: AR Compounded Annual Growth Rate (CAGR) 3.10%
N
mmm Authorized Positions === Straight Line CAGR
== Year to Year Change
Notes: .
«  Indudes all BOE staff nationwide Notes: o _
«  PY = Authorized Positions * = FY "15-'16 is included in the Governor's
«  Annual variations are due to State economy, new Budget and not final.
. 'It?xef:ll istaff for new ;'Eﬁfgqes (CFéOSd)’ E;tc | ** = In FY '12-'13, 237.0 vacant positions were
st?g i INE IS more u an Individual annua eliminated per Budget Letter 12-03, these
s reductions are reflected in this chart.
Figure 3.3.3.5: BCP FTE count trend from FY ‘06-'07
to FY '15-'16 *** = FY ‘05-'06 not included in 10-year look

back
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BOE Staffing Growth Impact

In summary, the following calculations are the expected
2025 projected head counts based on the aforementioned
drivers using a 3% projected average growth per year (or
31.6% over ten years).

HQ staff moving to New Campus Only
(not induding Motor Carrier Unit or District Fadilities)

Existing HQ Employees in 2015 2,852
New Campus staff 2,796; Motor Carrier 56

Projected HQ Employees in 2025 3,700
3% projected average growth per year
=+31.6% over 10 years

Required Facility Vacancy 100
3% minimum vacant seats for

organizational changes

Total HQ Seats Required 2025 3,800

BOE Headquarters Staff Growth Condusions

The calculations above are based on the ten-year trend of
actual BOE staff growth established from FY ‘0607 through
FY "15-16 (+31.6% staff growth over ten years, average
3.1% growth per year). These numbers have been
corroborated by projected growth in each BOE Department
from in-person interviews, and is further corroborated by
projected growth in Tax Activity Types (TAT's), based on
historical growth in TAT’s from FY ‘06-'15.

Over the past 20 years there have been several disruptive

forces in BOE revenue collection:

« The revenue collection processes prior to 2006 were
highly paper dependent.

« In 2006, the BOE implemented electronic tax filing and
payments.

« The revenue collection processes since 2006 have
transitioned rapidly to electronically filing and payments.

+ Efiling and payment is most common for mature TAT's
(primarily Sales and Use Taxes).

RESPONSES TO STATE AUDITOR REPORT 2014-108

Technology has played a pivotal role in shaping not only the
quantity of staff needed but also their required skill sets.
This requires retaining staff with the knowledge and skills of
existing processes while hiring new employees with higher
technology skills.

In addition to disruptive technologies driving staff need,
over the past ten years the BOE's overall revenue has
increased 50%. This represents a trend of continued
growth in legislatively-enacted Special Taxes and Fees,
which generate less revenue per program.

Although it may seem that the BOE experiences benefits
from economies of scale, newer taxes suffer several barriers
to electronic filing and paying, including short lead times
from the enadment of legislaion to program
implementation. The development cost of “electronic” forms
and collection systems for specific taxes is a significant
burden and takes considerable time.

Efficiencies gained by process improvements do not result in
a reduction in the BOE's staff count. Instead, greater
efficiency results in staff becoming available for
reassignment to other tax collection/revenue generation
jobs; improving the BOE's ability to generate revenue. This
too points to continued growth in the size of the BOE staff.

Given these relatively recent disruptive forces, a ten-year
look-back of BOE headcount history is more representative
of projecting the next tens years than is the 20-year look-
back that the State Auditor referenced in their 2014
comments.
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34
PRODUCTIVITY

All existing processes within return processing are well
studied in detail as evidenced by a semi-annual reporting
mechanism implemented by the BOE. The report itemizes
every step of the incoming mail process from each major
department. Each row of the report describes the process
and codes, with each step using a process identification
number. As shown in the example below and on the
following page, all minutes spent in processes are totaled for
each period, and the report tracks the quantity and the
average time in minutes each task takes to complete.

No documentation has been provided to the authors
regarding departments outside of return processing; this is
a gap in extending the productivity assessment in this study
to all BOE departments. It is suspected that such reports
do in fact exist but were not a part of the scope of this

study.

Time to Complete One

Task

Dpmt Code Description (mins)

IMPC 101  log incoming UPS, FedEx, GSO mail 6,780 3,289 2.06

IMPC 102  dock: deliver processing 7,575

IMPC 103  outgoing mail: meter 27,570 235,723 0.12

IMPC 104  throw mail for MIC's & district offices 37,960

IMPC 105 verify and prepare mail for messenger delivery 12,275 52,114 0.24

IMPC 106  deliver mail to MIC's 43,950

IMPC 107  outside driving route delivery 45,550

IMPC 108 prepare GSO/GSO red bag/FedEx/outgoing packages 22,995 10,198 2.25

IMPC 109  hand stuff mail 3,690 5,410 0.68

IMPC 110 morning mail sort 41,880 821,274 0.05

IMPC 111  hand open mail 141,160

IMPC 112  authenticate determinations 2,210 52,058 0.04

IMPC 113  date stamp determinations 2,580 41,725 0.06

IMPC 114  open mail using cut machine 9,720

IMPC 115 research MIC's 7,135 8,924 0.80

IMPC 116  process outgoing mail 166,050 7,305,707 0.02

IMPC 117  fold mail on folder 1,860 33,003 0.06

IMPC 118  deliver presorted mail to post office 0 0

IMPC 119 clean work area and peform basic upkeep on machines 26,326

IMPC 120  return mail: process 28,100 489,962 0.06

IMPC 121  receptoin counter 48,939 57,447 0.85

IMPC 122 batch creation 96,079 14,830 6.48

IMPC 123  processing batch 42,730 15,338 2.79

IMPC 124  open mail on extractor 41,555 148,061 0.28

IMPC 125  sort mail and throw into modules 13,226

IMPC 126  add batches 57,735 10,230 5.64

IMPC 127  prep cart for transport 16,190 57,433 0.28

IMPC 128  perfing 215 14,968 0.01

IMPC 129 research: online transfers, online tax documents, processing refunds 285 554 0.51

IMPC 130 close heat tickets 60 40 1.50

Figure 3.4.1: IMPC productivity data (six month preview)
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Time to Complete

One Task

Cashiers

Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers

Cashiers

Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
Cashiers
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE
KDE

224

230

Description

on-lining (excise taxes and fees, unidentified, IFTA, refunds, housing & development, excise tax, mail from

other agencies, consumer use taxes, multiples & splits, security deposits)

batch processing (truck stops, timber tax, DOM, IFTA, onlined sales tax, ARBS)

prepping

perforating

encoding

adding batches

research unidentified checks

general research for (excise taxes & fees, unidentified, IFTA, refunds, housing & development, excise tax,
mail from other agencies, CUTS, multiples & splits, security deposits, DOMS, etc...)

processing, receipt & depositing cash
arbitrary account: create account number, transfers, mail order sails
prepare checks for deposit

truck stops: processing

timber tax: processing

mail sort of delivery cart

IFTA: processing

2pm report: data collection

district office mail: processing
security deposits: processing
refunds: processing

bank levies, bankruptcy, settlements & offers in compromise: processing
excise taxes & fees: processing
canadian checks: processing

bank research

processing wire transfers
dishonoring checks: processing
dishonored checks: printing & organizing report
dishonored checks: resolving bank issues
pay traces: processing

processing & completing summaries
processing batch work listings
mis-directed payments

issuing receipt books & processing
transfer receipts: procesing

check storage & destruction
microfilm research

IST: batch sort

perfing batches

log batches in access database
i-capture transfer & load

create & edit templates

deliver i-capture batches to TSD
i-capture batch processing

vouchers: on-ling

vouchers: prepping

ARs: on-lining

ARs: prepping

ARLs: on-lining

ARLs: prepping

single unidentified checks: research
single unidentified checks: prepping
verify & log incoming mail trays
returned items

(mins)

66,010 23,164 2.85
9,364 2,649 3.53
10,875 7,651 1.42
605
2,820
4,175 1,321 3.16
41,509 15,382 2.70
48,268
765 3 255.00
5,130 1,021 5.02
6,425 4,887 1.31
595 358 1.66
4,485 3,045 1.47
18,690
3,535 967 3.66
2,045 9,227 0.22
41,642
4,485 1,820 2.46
3,500 935 3.74
37,300 10,858 3.44
90 76 1.18
1,265 165 7.67
5,925 101 58.66
0 0
12,855 3,443 3.73
16,850
990
5,850 187 31.28
23,042 71 324.54
11,469 1,563 7.34
1,830
675 86 7.85
2,955 718 4.12
10,365
91,175 4,772 19.11
4,637
5,256 8,687 0.61
20,254 19,378 1.05
14,246 16,967 0.84
11,795
4,979
414,378 31,456 13.17
146,356 216,735 0.68
124,756 216,191 0.58
14,019 20,455 0.69
13,475 20,245 0.67
1,777 1,761 1.01
188 225 0.84
5,452 2,165 2.52
5,807 3,286 1.77
4,456 1,485 3.00
1,632 1,161 1.41

Figure 3.4.2: Cashiering and KDE productivity data (six month preview)
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In aggregate, the average time each return processing To gain a broader, system-wide perspective on productivity,
department takes to work through a single piece of reports of similar detail would need to be assessed for
incoming mail is summarized in the table at bottom. departments outside Revenue Generation. As BOE

processes change, the impact of staffing efforts can be
determined from such performance tracking measures.

Time to Complete One

Task
Description (mins)

Check 21 401 check21: processing amount out of balance queue 4,965 1,102 4,51
Check 21 402 check21: encoding 21,700 258,202 0.08
Check 21 403  check21: ICL bank depsoit cut-off 1,675 574 2.92
Check 21 404  check21: daily deposit report to S.T.O. 3,843

Check 21 405 check21: encoder to check21 summary balancing 5,415

Check 21 406  check21: monitoring dashboard 16,462

Check 21 407  check21: paper depositing processing 5,055 2,084 2.43
Check 21 408 check21: non-conforming image processing 578

Check 21 409 check21: check services 21,982 20,070 1.10
Check 21 410 check21: scanning 17,383 311,805 0.06
Check 21 411  check21: bank acknowledgment emails 6,525

Check 21 412  check21: batch header 9,917 8,557 1.16
Check 21 413  check21: research table 805 350 2.30
Check 21 414  check21: encoder room lead duties 32,105

Check 21 415 check21: documentum research 157 68 231
Check 21 416  check21: report generation 1,050

Check 21 417  check21: system issues heat ticket/admin console 300 103 2.91
Check 21 418 check21: cleaning work area/equipment maintenance 1,840 336 5.48
Check 21 419  check21: check vault research 90 18 5.00
Fire Fees 500 fire fees: research 37,034 29,017 1.28
Fire Fees 501 fire fees: prepping 28,982 37,163 0.78
Fire Fees 502 fire fees: on-lining 33,454 37,153 0.90
Fire Fees 503 fire fees: stamping 9,292 29,240 0.32
Fire Fees 504 fire fees: open on extractor 356 740 0.48
Fire Fees 505 fire fees: hand open 30 50 0.60
Fire Fees 506 fire fees: returned items 2,306 233 9.90
Fire Fees 507 fire fees: correspondence review 340 304 1.12

Figure 3.4.3: Check 21 and Fire Fee productivity data (six month preview)

Table 3.4.1: Summary of time and quantity given the six-
month productivity preview data

Dpmt Sum of Time Sum of Qty Avg of Time (mins)
Cashiers 497,559 94,470 757.1
Check 21 151,847 603,269 30.2
Fire Fees 111,794 133,900 15.4
IMPC 952,380 9,378,288 24.8
KDE 793,463 560,197 27.4
Grand Total 2,507,043 10,770,124 854.9
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Productivity by Area Below is illustrated the total minutes in a six month period where
tasks are completed on Floors 1 and 2. The magnitude in
By attributing time components from the semi-annual report, a minutes at each reveals the relative degree of effort required to
visual graphic representing the amount of time spent at each complete the types of tasks occurring in that space.
station in retum processing can be shown.
It is clear from the diagrams that the majority of effort in
minutes is spent in Key Data Entry and On-lining. A fairly even
} distribution of effort is spent in each process stage on floor one
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Productivity Conclusions

Estimates on shifts in worker productivity and state revenue
are dependent on several factors including but not limited
to:

1. Addition/retirement of tax and fee collection programs
2. On-boarding of new revenue processing technologies
3. Inferences of new BCP’s in reference to historical BCP's.

As shown in Section 3.3, the number of tax and fee
collection programs highly influences the number of staff
needed for all of the BOE. In addition, it is expected that
new revenue generating technologies such as mail scanning
and roll-out of more automated electronic filing portals will
not necessarily put less pressure on staffing growth. A
thorough assessment of the impact of such technologies is
required to understand the true impact on staffing and can
be determined with the use of productivity measurements
shown in this section.

To reiterate the findings from Section 3.3, any efficiencies
gained by process improvements do not necessarily
contribute to a reduction in the BOE’s staff count. Instead,
greater efficiency results in staff becoming available for
reassignment to other tax collection/revenue generation
jobs, improving the BOE's ability to generate revenue, which
is indicative of continued growth.

As illustrated in this chapter, records of how the Board of
Equalization tracks its internal mail processing productivity
are available. Moving forward, such productivity measures
will prove useful in retroactive studies of where effort is
required in light of the disruptive forces of change affecting
BOE processes.
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3.5 DGS OPTIONS FOR OTHER USES FOR 450 N STREET

Studying other uses for the 450 N Street building, including options to sell the property or maintain State ownership,
are in process by the Department of General Services (DGS) and are not included in this Process Improvements Study.
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4  FACILITIES OPTIONS

PREVIOUS FACILITY OPTIONS —BOE HEADQUARTERS

The Board of Equalization has been studying fadility strategies for housing their Headquarters programs for several years. Three major
fadilities options have been presented in recent years by the BOE:

1. Relocate the BOE's Headquarters programs to a new multi-building low-to-mid-rise campus, outside downtown Sacramento.
2. Relocate the BOE's Headquarters programs to another downtown Sacramento office tower.
3. Maintain the BOE's Headquarters programs in their current fadilities, including 450 N Street and Annex facilities.

These three strategies remain viable options in this study. This study outlines additional sub-strategies for Scenario 3, induding
expanding the existing 450 N Street building, and relocating all Retum Processing functions to an off-site fadility.

4.1 PROJECTED SPACE NEEDS — BOE HEADQUARTERS

For each of the Scenarios above, the BOE intends to keep the Motor Carrier Unit in its current Riverside Parkway facility, and all District
and Regional offices in their current locations. Based on this, the staff count and associated fadilities size for the BOE's Headquarters
operations, based on ten-year projections, are:

Existing 2015 BOE Headquarters Seat Count 3,270
Seats exceed Employees due to required vacancy.

Existing BOE Headquarters Authorized Positions, Dec 2015 2,796
Not including Motor Carrier or District Offices — all HQ is 2,852 today

Projected BOE Headquarters Authorized Positions in 2025 3,700
Based on approximately 3% compound annual growth rate over 10 yrs

Required Facility Vacancy 100
3% minimum vacant seats +/-

Total BOE HEADQUARTERS Seats Required 2025 3,800
Not including Motor Carrier or District Offices

Average Gross Square Feet (GSF) per Seat 232
Based on existing overall GSF/employee for Headquarters functions
Includes a 2.5% efficiency increase for a new campus with larger floor plates

Subtotal BOE HEADQUARTERS GSF Required 2025 880,000 GSF

Shared Program Areas 95,000 GSF
Areas required to support a new consolidated campus and provide required infrastructure
Indudes Lobby, Security, Dining, Conference, Board Room, Infrastructure)

Total BOE HEADQUARTERS GSF Projected 2025 — New Campus 975,000 GSF

Not including Motor Carrier Unit (MCU) or District facilities.
BOE HQ Space Needs 2025 including MCU = 995,000 GSF

The new campus should be Master Planned for maximum flexibility (including growth and contraction)
with the option to construct/occupy in phases.
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4.1 PROJECTED SPACE NEEDS — 2025 HEADQUARTERS HEADCOUNT

The tables on the following pages outline the head count that the BOE Headquarters is projected to reach in 2025, ten years from
now. Each Department and its sub-groups are listed, along with their verified authorized and funded positions as of Dec 2015 for FY
*15-16. This current head count is the baseline for future growth.

Staff growth is projected at 3% per year average per Chapter 3 of this report, compounded annually. This is an average; the
projection varies slightly by department, based on projected sub-group growth.

20151245 Projected Headcount by
I-::dh;uu: Fw Headeount o of Yaar per Department
D urched
Payroll Unit Positions Positions Location TnlE total (3% v GG
(Penmamart
Intermitents, 2025
by, oAl TOTAL HC
ez
|Organceational inforrmelon curment as ot ASSI015)
Executive Office 10 = HQ 23rd Fir 14 14
Execulive - Board Proceedings Division 30 1 G21 Capitol Mal k3 34
Executive - CROS Project Team 61 3 HG 10th FI G4 70
Exetuthve - Data Analysis Section 15 5 HQ 16th FI 20 26
Executive - Exsculive Serdces Sedtion 5 1 HQ23d A & 7
Executive - Internal Audit Division 12 5 HQ 17th A 17 22
Execithvie - Legisiathee & Research Diision 106 6. 223
SRR e e RIRREE o T DUTTTSPORETIN | |, NN
Executive - Legislative & Research Division
Research and Skatistics Seclion 13 HQ 24th F 13 14
Execulive - Taxpayers' Rights & Equal Employment
Division
Equal Employment Cpportunity Office ] HQ 3rd Fl 3 5
Exetutive - Taxpayars' Rights & Egqual Employment
Dinvision
Tapayers' Rights Adwocate Office 18 HQ 22nd F 15 16

Page 82 | December 18, 2015 draft Process Improvements Study -- Board of Equalization



Payroll Unit

DRAFT

4 FACILITIES OPTIONS — PROJECTED SPACE NEEDS (2025 HQ HEADCOUNT CONT)

Haad Count Adddt’|

Authon zed
Positions

Funded
Positions

Location

201512145
Headcount
Totals

Projected Headc ourt by
Year per Department
(3% avg CAGR)

Administration Depariment

HQ 23rd A

Administration Depanment - Administrative Suppart
Division

55

HQ 22nd Fl

64

Adminlstrabon Depantment - Adminstrative Support
Division
HQ Facliies & Support Senvices Section

16

HQ 22nd FI

17

Administration Deparment - Financial Management
Divdsion
Accounting Branch

a0

HQ 4th Fl

100

Administration Depanment - Financial Management
Divislon
Budget Branch

17

HQ 4th FI

21

Administration Department - Financial Managem ent
Divdislon
Tax Reverus Branch

10

HQ 4th Fi

10

Administration Deparment - Finansial Managem st
Division
Tax Reverue Branch - Cashier Seclion

18

HQ 2nd F

18

Administrabion Deparmaent - Financial Managem ent
Division
Tax Revenus Branch - Data Entry Unit

28

11

HQ 2nd F|

ar

Adminiatraban Depatment - Finanelal Managem ent
Division
Tax Revenus Branch - Imaging and Mail Processing
Center

34

HG 1st FI

Administration Department - Financlal Managem ent
Division
Tax Revenus Branch - Taxpayer Records Uni

20

3800 Industrial

Administrabon Depanment - Human Resources
Didsion

T3

HQ 3rd FI

T8

Administration Departmant - Human Rescurces
Divislon
Training and Emploves Dewelopmant Section

160 Promenadea

Administration Deparfimant - Information Security Cifice

HQ 22nd F

Administraion Department - Publicabon Sendoes
Division
ePublshing Section

20

HQ 18th FI

Administration Depanment - Pubication Serdces
Division
Media Production Serdces Section

A21 Capllal Mal

Administraion Department - Pulblicabion Sendoes
Divisian

Print Shop

10

HC 1st Fl

12

Administration Deparment - Publcation Serdces
Division

Supply

H 16t FI

8

2025
TOTAL HC

22

108

23

13

28

49

17.0%

58

121

12

38

14

19

14
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20151215 Projected Headcount by
m:‘:: Fw Haadcount i Yaar per Department
Uhded k
Payroll Unit Posilions  Positions Location Tons total (% g FAMN
et
Irterrritants, 2025
termp help, TOTAL HC
ol |
External Affalrs Dapartmont Administration 2 1 HQ 23rd A N R -
External Affairs Department - Customer Serices and
Publishing Dhvision 66 20 1680 Promenade a8 133
121 4.2% 17
External Affairs Department - Office of Public Affairs 8 4 HQ 23rd A 12 13
Extarmal Affairs Department - Culreach Senvces
Divdision 12 i HC 18 Fl 0 22
Logal Departmaent_Administration 142 14 621 Cap Mal 158 204
Legal Departmeant - Investigations & Special Operations
Divislon
Internial Affairs Seclion 5 HQ 17h Fi B 7
Legal Department - Investigations & Speclal Operations
Divislon
investigations 5 1 621 Capitol Ma 8 W Inw___ 8| W
Legal Departmant - Investigations & Speclal Operations
Divislon
Morhem Investigations Section 55 2 621 Capiol lad 87 T4
Legal Departmeant - Investigations & Special Operations
Branch
Special Operations Branch 111 A21 Capital Mal 111 145
Property Tax Department Administration 3 180 Promenade 3 3
Proparty Tax Departmant - County Assasssd
Proparties Division 71 1 160 Promenade T2 Ry TR o]
Proparty Tax Department - Stale Assessed Prop
Division 41 180 Promenade 41 45
135 4. 7% 147
Property Tax Department - State-Assessed Prop
Dhdslon
Tax Area Serdces Section L] 160 Promenade b 10
Property Taxes Department - Slate-Assessed
Properties Division
Timber Tax Section 10 160 Promenade 10 1M
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20154215 Projectad Headcount by
HeadCount  Addtl Headecount Year per Department
Authori zed Funded Totals % of (3% avg CAGR)
Payroll Unit Positions  Positions Logcation tatal
I
Irderrmdtents, 2025
tesmp help, TOTAL HC
#le)
Sales and Use Tax Department Admin 41 8 HQ 18th FI 48 B0
Sales and Use Tax Department - Audit Program
Analysis Section 5 HQ 16ih FI 8 7
Sales and Use Tax Deparment
Cenfralized Collection Saction 81 HQ Ath F 81 108
Sales and Use Tax Depariment - Headguartars
Operations Division 14 HQ 16th FI 14 18
Sales and Use Tax Department - Headguarters
Operalions Division
Audit Determination and Refund Section a7 [} H 15tk Fi 5 a8
Sales and Use Tax - Headquasters Operabons Div
Consumer Use Tax Section k2] HQ 14tk Fi 2] 20
Sales and Use Tax Depariment - Headguarters
Operations Division
Local Revenue Abocation Unit 104 ;| HQ 11th Fi 105 137
28.1%
Sales and Use Tax Department - Headguarters
Operalions Divislon %0 1,068
Petitions Section 43 HQ 15tk Fl 43 56
Sales and Use Tax Dapartment - Headguarters
Operations Divsion
Return Analyss Lnit 164 5 HQ oth & 14th Fi 171 223
Sales and Use Tax Depariment - Tax Polioy Dw
Audit & Information Section 32 1 HE 16th F1 33 43
Sales and Use Tax Dapartment - Tax Palicy Dsv
Business Taxes Committes & Training Section 22 HQ 16th FI 2 28
Sales and Use Ta - Tax Policy DiWsion
Compliance & Technology Section a8 1 HQ 16th Fi 40 52
Sales and Use Tax Department
Use Tax Administration Sectian 23 160 Promenade 23 a0
Sales and Use Tax Depariment
Dec 2015 Vince Paul Adjustments 50) 160 Promenade 50 ia
Sales and Use Tax Department
FY 1516 BCP HQ Positions 23 160 Promenade 23 30
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20151215 Projected Headcount by
Head Count Addt’l Headcournt Year per Department
Authorized  Funded Totals % of {3% avg CAGR)
Payroll Unit Positions  Positions Location total
(Pearmamant
Intermitents, 2025
formp el TOTAL HC
alc.)

Special Taxes & Fees Department 2 HQ 213t Fl 2 2
Special Taxes & Fees Depantment - Special Taxes
Audt & Carrler Diisian 3 HQ 20th Fi 3 4
Special Taxes & Fees Depanment - Special Taxes
Audit & Carrler Dhision
Appeals & Data Analysis Branch 79 1 _HQ20hA 80 | T, . S
Special Taxes & Fees Department - Special Taxes
Audit & Camier Dikvision
Audit Examination Branch A0 1 HQ 20th Fi 61 B0
Special Taxes & Fees Depatment - Special Taxes 17 6%
Audit & Carrier Division 3
Motor Camier Office 56 1] MCO W. Sac 56 501 73 706
Special Taxes & Feas Department - Special Taxes
Policy & Compliance Division
Compliance Branch 128 7 HQ 17th & 16th FI 138 177
Special Taxes & Fees Depatment - Special Taxes
Policy & Compliance Division
Program Poficy & Administration Branch 25 5 Ha 214t A 30 a9
Special Taxes & Fees Depatment - Special Taxes
Policy & Compliance Division
Return Processing Branch B3 HQ 18th Fi B3 129
Special Taxes & Fees Department
Dec 2015 Vinca Paul Adjustmants 50 HCQ 18th FI 50 T8
Technology Services Department 260 20 HG 5Tih FI 260 | 280 | 0.8% 365 | 365 |

2469 512

W AT
Projacted 2025 HQ Awthorized Positions (Headcournd] 3749
Plarned Vacancy - Minimal 3%
Projected 2025 Seat Coumnt

HQ Seat Count 2025 without Motor Carrier Unit [N
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4.1 SPACE PROJECTIONS — BOE HEADQUARTERS

Based on the head count projections on the previous pages, the tables on the following pages outline the space that the BOE

Headquarters is projected to need in 2025, ten years from now. These space needs are projected using the current space utilization
in BOE's fadiliies, plus a 2.5% increase in efficiency to account for the more efficient layouts possible in new facilities with larger floor
plates and inareased planning flexibility.

sl B bl BEF 2028 STAFF RETURN PROCESSING CENTER STRATEGY
per Department sy GEF IRFC)
Seal
Payratl Unit B% avg CAGR)
2026 TOTAL
TOTAL SEAT F0ZETOTAL REMANIMNG
COUNT [HC SEAT COUNT RPC RPC HC HQ HEAD | REMAINEIG

HEAL: Pl 7% oY DEPT HEAD | RPD by | RPCGEEF |  COUNT HO GSE

COUNT ANy counT | G5F | Group | by Group | byGrows | by Group
g e izalidal infanmaion cursnt a8l BEO015) s Y oS InEl A% epcancy)
Exscufive Office 14 14 e} 4 814
Execiilive - Board Procesdings Division 34 35 23 8052
Ewgcuiie - CROS Frojec Team T T2 23 16,682
Executive . Dt Analy sz Section o5 o 200 5T
Exgculve - Execule Serwoed Saclion T T 21 1,655
Esmculneg - Internal sudd Diision 2 23 200 4,568
Expcutive - Lagsiave & Rasaarch Diision 30 62 235 250 62335
Lagisiairee Section 14 15 200 2 857
Exgautive - Lapsiabve & Rasaarch Dmsion
Fedeart i and Slatshcs Sacion 14 15 £.1) 3,35
Emsnutive - Teopayers' Rights & Equal Employment
Dovigion
I‘-_..'!.-'II Empdcyment Opporiunity Ofca 5 B | :é":.... “_.1‘_2.@__‘__
Emscutive - Texpayers' Rights & Equal Employment
DCoivigion
Taspayers' Fights Advicate Cilice 16 17 2 3886
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4.2 OPPORTUNITIES WITH A NEW BOE CONSOLIDATED CAMPUS

OVERVIEW

Relocating the BOE's Headquarters operations to a new fadility will yield multiple benefits, including many beyond the Process
Improvements identified for the Return Processing work streams outlined in Chapter 3 of this report. While the Process Improvements
in Return Processing benefit approximately 25% of the BOE's employees, other factors can affect the BOE's entire population and
operation, e.g.: reduced staff travel time, reduced energy costs, and improved employee attraction and retention.

This list is a summary of the benefits of relocation; the following pages describe these opportunities in detail.

PRIMARY BENEFITS OF BOE CONSOLIDATION ON

A NEW CAMPUS

1. Improves the State’s ability to address

facilities deficiencies

«  Allows termination of five current BOE
leases and avoids additional leases as

the BOE grows.

«  Simplifies the renovation of other high-

priority State office buildings by

providing relocation space for their

tenants.

2. Maximizes the BOE’s ability to implement
Process Improvements in Return Processing
operations and consolidate other operations.

3. Improves collaboration and communication

among all staff due to collocation.

4, Improves technology infrastructure to

support the digital future of the BOE.

5. Reduces travel time within and between

fadilities, improving operational efficiency.

6. Improves flexibility

+ The ability to rearrange staff and relocate
departments in response to new programs,
new taxes and changes in the BOE's

organizational structure.
« This is made possble by

infrastructure and technology systems, and
larger more flexible building floor plates.

SECONDARY BENEFITS OF BOE CONSOLIDATION
ON A NEW CAMPUS

7. Less sick time and improved employee

wellness, as a result of:
«  New building construction
« Increased employee use of stairs

+ Indoor environment quality (daylight, artificial
lighting and thermal comfort)

«  Afocus on sustainability overall.

8. Improved amenities, including on-site food

service, access to mass transit/light rail, and
parking access.

9. Improved employee attraction and

retention, enhancing the BOE's ability to:

* Retain current staff

»  Replace departing/retiring staff

« Attract new staff as the BOE continues to
grow.

10. Reduced maintenance costs, improving the

BOE's ability to control operational costs over time.
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4.2 OPPORTUNITIES WITH A NEW BOE CONSOLIDATED CAMPUS

PRIMARY BENEFITS ADDITIONAL
INFORMATION

1 Improves the State’s ability to address fadilities deficiendies.
*  As areal estate strategy, moving the BOE to a new campus yields multiple benefits, induding:

+ Allowing for the termination of five current BOE leases: 450 N Street and the four Annex
properties. Also prevents the State from entering into additional leases as the BOE continues
to grow.

» Upon retirement of the 450 N Street bond obligations in November 2021 and completion of
the Fadility Improvement Project, the 450 N Street property could provide space for the
relocation of other tenants, potentially simplifying the targeted renovation of other State
office fadilities by providing relocation opportunities for their occupants, or allowing
termination of other State leases.

2 Maximizes BOE Process Improvements Section 3.2

. Opportunities for Process Improvements at the BOE are greatest in the paper-based processes
of the Administration Department for the next five to eight years. The opportunity to
implement these process improvements and reap the benefits are the most limited at 450 N
Street and the most likely at a new consolidated campus.

. In eight to ten years, the BOE projects that systems to support scanning all documents and
processing all information electronically will dominate the BOE's work flows, yielding additional
process improvements. The likelihood of this becoming a reality depends on funding for
conversion to scanning systems for inbound and outbound materials. A new facility will
accommodate the transition to full scanning better than 450 N Street, due to lack of constraints
caused by floor plan configuration, immovable walls, multiple floor levels, and limitations on
electrical power and technology infrastructure.

3 Improves oollaboration and communication
» Research shows that:

» People communicate more effectively horizontally in a building than vertically.
+ Elevators inhibit communication

+ Face-to-face communications enhance culture, trust, a sense of community, the
exchange of ideas and the transfer of knowledge.

+ (Collocation increases serendipitous interactions between employees.
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4.2 OPPORTUNITIES WITH A NEW BOE CONSOLIDATED CAMPUS

PRIMARY BENEFITS (continued) ADDITIONAL
INFORMATION

4 Improved technology infrastructure

+ If the Technology Alternate included in the Fadility Improvements Project is not implemented, the
450 N Street fadility does not have adequate technology infrastructure to support BOE's
operations, espedially in light of increasing technology demands as the BOE becomes more
paperless.

+ If the Technology Alternate included in the Fadility Improvements Project is implemented, the
available space and flexibility in 450 N Street will be reduced due to the need to add technology
dosets on every floor.

* A new campus would be planned and constructed with integrated ubiquitous technology,
including properiy-sized technology utilities to support long-term flexibility.

5 Reduces travel time within and between fadilities

+ In many high-rise facilities induding 450 N Street, elevators are the only means of travel to office
floors. At 450 N Street, the elevators are operating at the upper limits of their capacity, creating
wait times for employees that are beyond acceptable practice for vertical transportation systems.
In addition, the single freight elevator that handles the vertical movement of all materials in
the building, most importantly tax payments, retumns, schedules, forms and vouchers, is a
bottleneck that slows Retumn Processing work.

+ Transportation of mail and people between the BOE fadilities in the Sacramento area cost the BOE
time and money that can be saved with a consolidated fadility. This is particularly true of staff
travel to and from the HR Training facilities located at 160 Promenade and the messenger, mail
and shuttle services between the five fadilities. Since all mail is received at 450 N Street, all
intemal and external mail is shuttled to and from the Annex fadilities up to four times daily.

6 Improves flexibility
* A new consolidated campus will be:
* Master planned for phased construction and move-in, providing flexibility in capital planning
and timing to synchronize with BOE's growth.
+ Designed with multiple buildings, providing flexibility to expand, contract and re-apportion
space as needed to accommodate changes in future tax programs, security needs and the
BOE's organizational structure and size.
 Designed with open, column-free office areas that:
Minimize fixed obstructions
Provide daylighting throughout
Supports the State of California’s sustainability initiatives for real estate
Maximize the BOE's ability to reconfigure space to accommodate changing work processes
and work group sizes
+ Support a variety of employee work styles
 Reduce the cost of chum to accommodate future business changes at low cost
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4.2 OPPORTUNITIES WITH A NEW BOE CONSOLIDATED CAMPUS

SECONDARY BENEFITS ADDITIONAL
INFORMATION

7 Less sick time and improved employee wellness.
+ This is particularly true given the BOE's history with the 450 N Street building. The perception of
BOE employees relative to health and wellness in their workplace would be much improved in a
new facility; the stigma of 450 N Street’s history of recurring problems will prevent BOE employee
confidence in the fadlity regardless of renovations.

8 Improved amenities

+ Improved amenities, in both suburban and urban locations, improve employee attraction and
retention and increase employee satisfaction.

+ Amenities for employees indude services such as dining, banking, health care, child care, fimess,
dry deaning, etc. that can be on-campus in a suburban setting or in dose proximity in an urban
or downtown setting, including access to retail stores and restaurants.

+ Transportation-related amenities incdlude:

+  Proximity to light rail, heavy rail, busses and bicyde routes in suburban and urban locations
+  Access to parking.

9 Improved attraction / retention
+ This is difficult to prove without BOE historical “pre-move” data, but based on information from
companies like General Mills, Schreiber Foods, and others, fadility improvements lead to increased
employee pride, increased employee satisfaction, and improved attraction and hiring of new
employees. Given the long history of media attention to the 450 N Street fadility, it is logical to
condude that one of the benefits of a new facility would be an increased ability to attract, recruit
and retain quality employees, benefitting the BOE's operations.

10 Reduced maintenance costs
+ This is a State-wide issue — addressing a fadility’s deferred maintenance backlog reduces
maintenance costs. This will be true of 450 N Street if the Facility Improvements Project is
completed, and is true of a new campus — maintenance costs are minimal for the first 5 to 7 years
of occupancy.
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4.3 FACILITY SCENARIOS / OPTIONS — BOE HEADQUARTERS

Three scenarios have been discussed and evaluated for BOE's Headquarters facilities:
H SCENARIO 1
Consolidate BOE Headquarters to a new low-to-mid-rise nhon-downtown campus.

+ Bad(ill 450 N Street with other tenants following renovations.
+ Motor Carrier Unit to remain at existing Riverside Parkway location.

Il SCENARIO 2
Consolidate BOE Headquarters to another downtown Sacramento facility.

+ Backfill 450 N Street with other tenants following renovations.
* Motor Carrier Unit to remain at existing Riverside Parkway location

B SCENARIO 3
BOE Headquarters remains in the renovated 450 N Street facdility and four or more existing Annex facilities.
+ BASELINE SCENARIO 3: “"Renovation in place” at 450 N Street; no changes to overall Retumn Processing work flow
+ SCENARIO 3a: Reconfigure first floor of 450 N Street to improve Retum Processing work flow minimally.

* SCENARIO 3b: Replace 450 N Street parking structure with a building addition to better accommodate Retum
Processing functions.

» SCENARIO 3c: Off-site "Return Processing Center”. Relocate the following staff and operations to an alternate low-
rise location (new long-term lease): Retum Processing (Admin — Imaging & Mail Processing, Cashier, Data Entry, Tax Rev
Branch), TSD Print Rm, Retum Analysis (SUTD), Customer Use Tax (SUTD), Local Revenue Allocation (SUTD), Retumn
Processing (Spedial Taxes & Fees). Remaining HQ staff to remain in renovated 450 N Street. Relocate staff from Annex
facilities to space vacated in 450 N Street following renovations. Note: 450 N Street will not be able to accommodate all

Annex staff.
HQ Employees Current Location =l
Employees
Imaging and Mail Processing Center, Admin. Floor 1 (partial) 43
TSD Print Room, TSD Floor 1 (partial) 16
Cashier Section, Admin. Floor 2 101
Tax Revenue Branch, Admin. Floor 4 10
Return Analysis Section, SUTD Floor 9 135
Local Revenue Allocation, SUTD Floor 11 134
Return Analysis Section, SUTD Floor 14 35
Consumer Use Tax Section, SUTD Floor 14 77
Return Processing Section, Special Taxes & Fees Floor 18 82
Dept.
Total HQ 633

Adding projected staff growth to 2025, plus the vacant seats required to accommodate staff changes, the projected seat count
at a separate Retum Processing Center would be 800 seats, requiring 235,000 gross square feet of building. Locating
these operations at a separate site would require some duplication of support spaces (e.g.: dock, dining, lobby/security, MEP
space) increasing the BOE's total occupied square footage.
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4.3 FACILITY SCENARIOS / OPTIONS — BOE HEADQUARTERS

EXISTING BOE HEADQUARTERS FACILITIES (August 2015)

90,000 GSF 80,000 GSF 25,000 GSF

15,000 GSF 800,000 GSF

Occupied: 502,000 G5F Oecupied: BO.000 G5 Occupied: B2,000 G5 Oecupied: 23,000 G5 Oecupied 15,000 GSF

453'1:3"st 621 Ca ﬁ'fo"I"Mall 16ﬁ"l"“r"6'h‘i‘é‘ﬁ‘é‘de 366‘6’1?#1‘?';'|'§'E‘rial 1030'Rivérside

SCENARIOS 1 and 2 (2025 PROJECTION)

SCENARIO 1

Consolidate BOE Headquarters to a new low-to-mid rise non-
downtown campus.

»  Motor Carrier Unit expands at existing Riverside Parkway location

SCENARIO 2

Relocate BOE Headquarters to another downtown
Sacramento facility.

«  Motor Carrier Unit expands at existing Riverside Parkway location

0 GSF : 0 GSF 0 GSF 0 GSF 20,000 GSF 975,000 GSF 995,000 GSF
T ] : Mo oo e PV
450 W fbreat 1 Capiesd al B0 Pramenade Circle I induntrial 10 Envenkce Parkway Waw or Ralocais Campus
450 N st 621 Camtol MaII 160 Promenade 3600 In_,dustrlal 1030 R;ver5|de New Campus

Page 98 | December 18, 2015 draft Process Improvements Study -- Board of Equalization




DRAFT

4  FACILITIES OPTIONS

4.3 FACILITY SCENARIOS / OPTIONS — BOE HEADQUARTERS

SCENARIO 3 (2025 PROJECTION) -- With Sub-Options

SCENARIO 3.a: 450 N Street + Reconfigured First Floor
(Limited Process Improvements)

90,000 GSF 80,000 GSF 25,000 GSF 20,000 GSF

450 N St 621 Capitol Mall 160 Promenade 3600 Industrial 1030 Riverside

SCENARIO 3.b: 450 N Street + Expanded First Floor
(Moderate Process Improvements)

90,000 GSF 80,000 GSF 25,000 GSF 20,000 GSF

450 N St 621 Capitol Mall 160 Promenade 3600 Industrial 1030 Riverside

SCENARIO 3.c: 450 N Street + New "“Return Processing Center”
(More Process Improvements)

90,000 GSF 60,000 GSF 0 GSF 20,000 GSF

m E— R T
I ——— e

450 N St 621 Capitol Mall 160 Promenade 3600 Industrial 1030 Riverside

190,000 GSF 995,000 GSF

New Office Annex

160,000 GSF 995,000 GSF

New Office Annex

995,000 GSF

New Return Processing Center
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4.3 FACILITY SCENARIOS / OPTIONS — BOE HEADQUARTERS

RECOMMENDED BOE HEADQUARTERS FACILITY STRATEGY

FACILITIES OPTIONS

Implement Scenario 1: Construct a new Board
of Equalization campus with space to
oonsolidate all BOE Headquarters functions
and staff on one campus
. Low-to-mid-rise multi-building campus
. New construction
. All buildings interconnected
. The Motor Carrier Unit will remain at 1030
Riverside Parkway long-term and not be
relocated to the new campus.
. Existing Board, Branch and Area offices will
not be relocated to the new campus.
. A new Return Processing Center could be
the first phase of the new campus.

Master Plan the new campus to allow the
option of phased construction, phased move-in
and phased future expansion.
. Can avoid over-building the campus initially.
. Campus size — initial property purchase
should include area for future growth

Design the new campus with a “universal
office design” strategy for maximum flexibility
— for use by BOE or other state agencies in the event
BOE contraction or restructuring requires vacating a
portion of the BOE space in the future.

Design the campus to accommodate the BOE's
“standard” office uses plus spedalized facilities
for Return Processing functions.
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A Hybrid of Scenarios 1 and 3 could create a phasing strategy for the relocation of BOE's Headquarters operations.
Staged over a several-year period, this strategy would begin with selection of a new long-term site for the BOE’s
Headquarters operations and construction of a new Return Processing Center. Dates must be verified as funding, site

selection process and delivery methods are verified.

SCENARIOS 1+3: POTENTIAL PHASING OPTION

450 N Street + Construct New “"Return Processing Center”
450 N Street Renovations Starting; Return Processing Center under construction

80,000 GSF 25,000 GSF 15,000 GSF

800,000 GSF

Occupied: 502,000 G5F {0 sied §0 G5 Occupied: B2,000 G5F Oicupied 1,000 G5 Qecupied 5,000 G5

450NSt  621°Capitol Mall 160 Promenade 3600 Tndustrial 1030 Riverside

2018-2021

450 N Street + New “"Return Processing Center”; Expand New Campus
Occupying new Return Processing Center creates swing space for 450 N St Renovations
Approximately 5 years growth accommodated

Construct remainder of new campus

875,000 GSF

90,000 GSF 80,000 GSF 0 GSF 20,000 GSF

450 N St 621 Capitol Mall 160 Promenade 3600 Industrial 1030 Riverside New Return Processing Center

INTERIM OPTION:
Relocate BOE HQ from 450 N Street to a temporary facility

2022-2025

New Campus
Vacate existing facilities; Relocate Headquarters to new campus
Backfill 450 N Street
[T —— 10 years growth accommodated at new campus — plan further
; expansion if needed
Return Processing Center included in new campus

0 GSF ; 0 GSF 0 GSF 0 GSF 20,000 GSF 975,000 GSF

995,000 GSF

1 pumssnssnncsnnn s

L ppied F Vol Qrrupied [

! ! I oo b cod R

T T R RO i '@ |

450 N St 621 Capitol Mall 160 Promenade 3600 Industrial 1030 Riverside New Campus
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4.4 FUTURE DEPARTMENTAL ADJACENCIES

*  Any new fadiity for the BOE's Headquarters functions «  This faciity diagram illustrates how a new facility could
must be carefully designed to balance the spedific be organized to accommodate the BOE's work. A
needs of the BOE's specialized Retum Processing larger building footprint and horizontal work flows
functions against the need for “standard” office would improve functional efficiencies beyond what is
space to accommodate the BOE's office staff and any possible in the current 450 N Street building, while
other State Agendies in the future. maintaining flexibility to accommodate future changes

to the BOE's organizational structure or functional
operations.
“.«:..-.u..-..-..-..-..-..-.--..-..-..-..-..-..-.--..-..-..-..-..-..-.--..-...’ .“‘
Several multi-fioor, low-to-mid-rise, Ml f FRONT DOOR

interconnected office buildings will be

i required to house the BOE's office :
:  employees. Return Processing .
: Special Taxes & Fees Dept : Space and functions
: (first floor / lower floors) : shared by all staff
] . E o4 (bbbYI dlnlng,
: Return Analysis d 5 training, meeting
Sales and Use Tax Dept = rooms) link the
. (first floor / lower floors) Dining = campus together
"’. : Amenities :  physically and
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As the scanning of inbound mail
increases, the need for Key Data
Entry will decrease. As these staff
are reassigned, office functions can
expand into space occupied by Data
Entry staff.

w
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Inbound
Scanning

*

*
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=

The importance of and volume of
scanning will continue to increase.
The BOE's "Workstreams” initiative

Outbound

The Retum Processing workload is Scanning

highly variable seasonally due to tax Extraction

& Sorting

gSSEEEEEENEEEEEEEEEEEEEEEEEEEEE
.
.

filing deadlines. At peak ﬁmes, up to u antidpates growth in scanning over
30 sr?ef(fj fronl?le Ilketum Analy5|sI are B - : the next 10 years to the point that all
iverted to helping open mail. E incoming materials are scanned and
. MAIL RTING / SCANNING CENTER :
These peak workloads have a major . / SO ] G / . GC : distributed electronically, regardiess
. L Incoming mail and internal mail 1
impact on resource allocation in . . of type (retum, voucher,
e i . + Incoming paper tax retums and vouchers : ! "
Mail/Sorting/Scanning functions. R 3 correspondence.). Receipt of
+ Taxpayer Records (outgoing info) . - .
.+ District Office fies (scanning) K payments via check and cash is not
T e e e e annest’ anticipated to reduce, however.
SERVICE ENTRY / DOCK
-- BACK DOOR
INCOMING DELIVERIES OUTGOING SHIPMENTS The volume of outgoing mail wil
+ Mail and supplies + Inter-agency mail continue to increase, due partly to
+ Taxpayer correspondence  increasing Board member
« Board Member communications to taxpayers.

communications

Process Improvements Study -- Board of Equalization December 18, 2015 draft | Page 103



4 4 FACILITIES OPTIONS

4.4 FUTURE DEPARTMENTAL ADJACENCIES -- FACILITY CONFIGURATION

The new consolidated fadilities for the BOE's Headquarters operations should be grouped according to functional needs to
improve efficiency of the BOE's operations. The office portions of the new campus could be grouped into three to five buildings
of four to eight stories each, depending on the size and configuration of the site that is selected.

FUTURE STATE CAMPUS ORGANIZATION --- Potential Adjacencies and Buildings, 2025

1 e
1 Legal Dept 1 1 Tower
1 460 staff Pl e
1 97,300 gsf !
................. : 2.7 firs 1 : :
One ’ 1
5-Story
OFffice  Srersmsmssssrssssssssssrssasssssrasasasmsassa s sassaensssasannnsnsssanannnnnnnnsy
Tower =
""""" ’ e ——— T 5..—_3
N A Administration % N BT
: PmFl'Je::{Tax : : L : : I‘I i : Technology I\I-‘l : Ext Affairs Dept \' 8 8.
' 1 470 staff [ Services Dept | airs Dept ) S
I B0 il i 1 14300005t M1 T 4 370 staff - 180 staff I 882
I 30,400 gsf i 1hyn i i 35,700 gsf £28
\ 0.8 firs ! A0ie s 75,300 gsf I e : ERZ
N i ’ I’|| i \ D 1.0 firs 1 503
=7 1 4 L Eg
@
z 3
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: A
i - &
a : I o -

One i) by N - i [ »
7-Story i) Sales and Use % | Special Taxes & > |  ExecutiveDept 1}
office ) Tax Dept N i Fees Dept iy | ;e el
. Tower i 600 staff 1 1 I_ 560 staff i 1 A 1 5%3‘[])“566 f n
R | 124,600 gsf Lot i 103,500 gsf hr I YTl O
Y 3.5 frs " ' 2.9 s Jib i o 2
Ngozooozzzz=ln Soooooooossl) ’
\——-[‘ 7 [ p—— _]-_____..’
—— L LI I L -
pe S\ / \
i ] . e 28 2B
| e ; i Support & Amenities | BS g ES
1 Processing Admin Dept, 170 staff, 99,500 gsf : 1 ppo 0 staff 1 53 g 8. 2 8.
I Center SUTD Return Analysis: 480 staff, 92,700 gsf — 95,000 gsf | 8¢ 8% 3
1 800 staff Special Taxes & Fees, Ret Proc, 130 staff, 26,500 gsf | 1 floor Dock/Storage/MEP — Serv Entry : hg &5 Se
I 218,000 gsf 1 : 1to 2 foors Lobby/Conf/Dining —Main | 2w £ %’ T
: 2t93 ﬂqars 1 H Entry 1 65 25 =25
(300'x300" +/-) 1 1 BE= e <4208
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4  FACILITIES OPTIONS -

4.5 FUTURE FACILITIES DIAGRAMS

At a conceptual level, the buildings on the BOE's new consolidated campus could be arranged with multiple office towers
flanking a central amenities building at the “front” of the campus (main entry) and the Retum Processing building at the “rear”
service side of the campus.

Executive/Leadership
External Affairs

Legal

Technology Services
260,000 GSF

Lobby/Conf/Dining
55,000 GSF

PropertyTaxes
180,000 GSF

Sales and Use Taxes
Special Taxes
Dock/Storage/MEP Return Processing Center 200,000 GSF
60,000 GSF 220,000 GSF
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FACILITIES OPTIONS

4.5 FUTURE FACILITIES DIAGRAMS

This type of floor plan is the workhorse of a modern, high
value office campus. Used extensively in build-to-suit
developments, it provides an efficient flexible framework for
a wide variety of offices uses, while being both economical
and quick to construct.

Relatively large floor plates increase communications within
work groups and their departments. Floors can be stacked
to create office buildings of two to twenty stories, enclosed
in @ combination of curtainwall, ribbon windows, stone, or
precast concrete exterior wall panels.

OFFICE FLOOR PLAN ~ CORE OFFICE

_ m%ﬁm
MORE SEGREGATEACTIVE
FORCASASED HORKARER
EFFICIENTY

FEATURES

DRAFT

Open, daylit stairways encourage the use of stairs instead of
elevators, benefitting employees’ health. Access to daylight
and views increases employee satisfaction and improves
sustainability.

Multiple buildings can be connected together in a variety of
configurations to suit functional needs and site conditions,
linked with shared facilities such as conferencing, dining,
circulation and employee amenities.

PERSONAL TELEPHONEROOMS FOR  DITRIBUTED
FRIVACY, 2-3 PERSONMEETINGS ALMINS TRATVE SUPPORT,
COPIER LOGATIONS

* ~42,000 Gross Square Feet per floor; approximately 180 BOE employees per floor (versus 125/floor at 450 N Street facility)

* Minimal Core Elements support layout flexibility

* Cross-connections across floors encourage communication

» Offices can be located in center bays or in outer bays to separate work groups

* Variety of meeting room sizes and types
* Abundant daylight and views
* Sustainable design
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APPENDIX B.1

PREVIOUS REPORTS RE: 450 N STREET
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5 APPENDIX

5.1 PREVIOUS 450 N STREET / BOARD OF EQUALIZATION FACILITY REPORTS

Multiple studies have been conducted and reports published regarding the 450 N Street facility since it was occupied
by the Board of Equalization, including studies of building deficiencies, infrastructure condition, seating capacities and
real estate values. These reports can be accessing at the following section of the Board of Equalization’s website:
http://www.boe.ca.gov/info/building protocols.html

The reports listed include:

CSUS Report on BOE HQ 06-30-10 Final
Stantec BOE Building Infrastructure Study
Department of General Services” Schedule of BOE Activities
LaCroix Davis Final Report Review
Final LaCroix Davis Building Assessment Report
Final LaCroix Davis Interim Building Assessment Report
LaCroix Davis Building Assessment Report Summary
Floor-by-Floor Indoor Air Quality Test Reports
Final Report from Facilitated EAP Group Sessions
SEIU Letter
CASE Letter
ACSS Letter
1997 Dreyfuss and Blackford Office Optimization Study

In July 2015. the DGS published the State Facility Long-Range Planning Study to develop a comprehensive long-range
strategic asset management plan for DGS's portfolio of general-purpose office buildings in the greater Sacramento
area. In this report, 29 buildings were identified with the most critical to least critical need for renovation, repair, or
replacement. The BOE HQ building (450 N Street) was listed at 16 out of the 29 buildings identified in the report with
the greatest need to prioritize facility improvements. The State Facility Long-Range Planning Study was posted on the
BOE HQ Building Assessment website.

In November 2015, HGA and the DGS completed the 450 N Street “Program Validation Report” outlining the planned
infrastructure and accessibility improvements for 450 N Street.

A historical timeline of the 450 N Street facility can also be reviewed on the BOE’s website:
http://www.boe.ca.gov/info/historical timeline.html
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http://www.boe.ca.gov/info/pdf/CSUS_REPORT_on_BOE_HQ_06-30-10_FINAL.pdf
http://www.boe.ca.gov/info/pdf/Building_Infrastructure_Stantec/BOE_Building_Infrastructure_Study_Final.pdf
http://www.boe.ca.gov/info/pdf/DGS%20schedule%20of%20BOE%20Activities.pdf
http://www.boe.ca.gov/info/pdf/LCD_BOE_FinalReport/20905001%202%20LCD%20Report%20Rev.pdf
http://www.boe.ca.gov/info/pdf/LCD_BOE_FinalReport/LCD_BOE_Final_Report_022509.pdf
http://www.boe.ca.gov/info/pdf/PreliminaryInterimReport/Preliminary_BOE_Interim_Report_122608_Rev1.pdf
http://www.boe.ca.gov/info/pdf/LaCroixDavis_Building_Assessment_Report_Summary.pdf
http://www.boe.ca.gov/info/testing_reports.htm
http://www.boe.ca.gov/info/pdf/EAP_Final_Report.pdf
http://www.boe.ca.gov/info/pdf/SEIU_Letter.pdf
http://www.boe.ca.gov/info/pdf/CASE_Letter.pdf
http://www.boe.ca.gov/info/pdf/ACSS_Letter.pdf
http://www.boe.ca.gov/info/pdf/BOE_OFFICE_OPTIMIZATION_STUDY3-12-2010.pdf
http://www.dgs.ca.gov/dgs/BuildingStudy.aspx
http://www.dgs.ca.gov/dgs/BuildingStudy.aspx
http://www.dgs.ca.gov/dgs/BuildingStudy.aspx
http://www.boe.ca.gov/info/historical_timeline.html
http://www.boe.ca.gov/info/historical_timeline.html
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APPENDIX 5.2

EXISTING BOE FACILITIES
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EXISTING BOARD OF EQUALIZATION FACILITY USE -- AT A GLANCE

The majority of the Board of Equalization’s office functions, including Return Processing, are located at the 450 N
Street facility. This 24-story tower, designed to accommodate 2200 occupants, is fully occupied by the BOE. It
currently contains 2490 seats and houses approximately 2030 authorized positions and permanent intermittent staff.
The remaining seat capacity accommodates additional seasonal staff and on-going moves/adds/changes resulting from
organizational changes.

As the BOE outgrew 450 N Street, multiple real estate leases were executed to house BOE employees: The Legal
Department relocated to 621 Capitol Mall; space was leased at 160 Promenade Circle to house Property Tax, HR
Training, the Customer Service Center and a portion of Sales and Use Tax; Taxpayer Records relocated to 3600
Industrial Boulevard; the Motor Carrier Unit relocated to 1030 Riverside Parkway.

The BOE currently occupies the following facilities:

i

450 N Street 621 Capitol Mall
24 story tower, fully occupied by the BOE; leased 24 story tower, partially occupied by the BOE; leased
Occupants: Occupants: Legal, Board Proceedings

Leadership, Exec Services, Legal, Prop Tax, Ext Affairs, Admin
Special Taxes

Sales and Use Tax

CROS Team

Technology Services

Administration Department

160 Promenade Circle

3 story office facility, partially leased by BOE; leased
Occupants:

+ Sales and Use Tax, Property Tax

+ Customer Service Center, HR Admin Training

1030 Riverside Parkway 3600 Industrial Boulevard
1 story office showroom facility, partially leased by BOE; leased 1 story warehouse facility, partially leased by BOE; leased
Occupant: Motor Carrier Unit Occupant: Taxpayer Records
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EXISTING BOARD OF EQUALIZATION FACILITY USE -- AT A GLANCE

The Board of Equalization’s Departments and staff currently occupy their five existing facilities in the configurations
shown below. Having staff located in five disconnected facilities is inefficient and increases the cost of BOE’s
operations as outlined in subsequent sections of this study.

Mechanical Penthouse Mechanical Penthouse
7 Leadership, Exec Services, Legal, Board Proceedings
24 || egal, Property Tax, 24 gal 9
External Affairs, Leaal
_| Administration ega
20 20 Media
Special Taxes
15
15 | Sales and Use Tax
- Non-BOE tenants
|| Mecﬂbnical || |
] Sales and Use Tax
10 ] CROS
Legal
] Sales and Use Tax
Technology Services
5 5
Administration
Lobby /Shared / Common 1 I 1
450 N Street 621 Capitol Mall
24 story tower, fully occupied by the BOE; leased 24 story tower, partially occupied by the BOE; leased
Non-BOE tenants
2 Sales and Use Tax, Property Tax
1 Customer Service Center, HR Admin Training
160 Promenade Circle
3 story office facility, partially leased by BOE, leased
I Motor Carrier Unit I Non-BOE tenants I Taxpayer Records I
1030 Riverside Parkway 3600 Industrial Boulevard
1 story office showroom facility, partially leased by BOE 1 story warehouse facility, partially leased by BOE
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EXISTING BOARD OF EQUALIZATION FACILITY USE — 450 N STREET

The majority of the Board of Equalization’s office functions, including Return Processing, are located at the 450 N
Street facility. This 24-story tower is owned the State and leased to the BOE through the Department of General
Services (DGS). The BOE staff fills this facility as illustrated below.

The ground floor of this facility houses the functions and equipment that support Return Processing, including the Mail
Room, Sorting, Extraction and Batching processes. In addition, the Print Room is located here, producing print
materials that are mailed to taxpayers. The second floor houses Cashiering and Data Entry functions. All movement of
materials and people between the first and second floors is via a single freight elevator. Batched materials are then
transported via the same freight elevator to the upper floors for further processing by Sales and Use Tax and Special
Taxes & Fees staff. All completed paperwork and follow-up letters to taxpayers then move from the upper floors
through the freight elevator to the first floor for mailing or transportation to the off-site Taxpayer Records facility for
scanning and filing. This process is inherently inefficient and fragile; depending on a single freight elevator for all
materials movement. The passenger elevators are overtaxed for passenger use, as documented in multiple previous
reports, and are therefore not a viable back-up for the freight elevator. When the freight elevator fails or is taken out
of operation for service, the productivity of the entire facility is compromised.

The remainder of BOE staff occupy the upper floors. Leadership and associated functions are located on the top three
floors (Floors 21-24). Special Taxes occupies five adjacent floors (Floors 17-21). Sales and Use Tax occupies six full
floors (Floors 8, 9, 11, 14, 15), interrupted by the mechanical floor and the floor housing the CROS team. Technology
Services occupies three adjacent floors (Floors 5-7). Floors 3 and 4 are occupied by the Administration Department,
including Human Resources. The portion of the ground floor (Floor 1) under the tower footprint provides the main
lobby, security, reception, meeting rooms, food service, childcare services and the building’s utility spaces.

f Mechanical Penthouse \

24 Exec Services, Legal, Prop Tax
23 Leadership, Ext Affairs
22 Administration, Exec Services
21 Special Taxes
20 Special Taxes
19 Special Taxes
18 Special Taxes
17 Special Taxes
16 Sales and Use Tax
15 Sales and Use Tax
14 Sales and Use Tax
| |I| || Mec||1FnicaI || | | | 12 Mechanical

11 Sales and Use Tax
10 CROS
9 Sales and Use Tax
8 Sales and Use Tax
7 Technology Services
6 Technology Services
5 Technology Services
4 Administration
3 Administration, Exec Services
2 Administration

Lobby /Shared / Common 1 Administration, Tech Services

450 N Street 24 story tower, fully occupied by the BOE
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EXISTING BOARD OF EQUALIZATION FACILITY USE — 450 N STREET

The majority of the Board of Equalization’s office functions, including the Return Processing activities supporting the
broader responsibility for Revenue Generation, are located at the 450 N Street facility. The BOE’s staff occupies this
facility as illustrated below. The relatively small floor plates of this facility inhibit communication within workgroups
located on a single floor, which is exacerbated when work groups are spread across multiple floors.

— g = . « EXEC SERVICES / Legislative and Research Division 5.3; Special Projects
24 3 = ——= * LEGAL DEPT / TRACE 7.1
* PROPERTY TAX / Deputy Dir; Chief County-A d; Chief State-A d 3.1
+ LEADERSHIP / DIR’S 0.0 (1.1, 2.1, 8.1), STATE CONTROLLER
ADMIN / LEADERSHIP — 23 - EXT AFFAIRS / Public Affairs 6.3
« ADMIN DEPT / Admin Support Division 1.2 (incl Facilities Mgmt Branch)
22 « ADMIN DEPT / Information Security Office 1.5
_ « EXEC SERVICES / Taxpayer’s Rights 5.4
+ SPECIAL TAXES / Admin 3.2
21 - SPECIAL TAXES / Policy and Compliance Division 3.6
20 » SPECIAL TAXES / Audit Division 3.5
) — N ) . « SPECIAL TAXES / Audit Program Analysis 3.2
¥ s . + SPECIAL TAXES / Collections 3.6
SPECIAL TAXES DEPT > 19 iR R o \ - ADMIN DEPT / Publication Services Division 1.6
- e - « EXT AFFAIRS / Outreach Services Division 6.4
18 , = : 3-2_2 === \ « SPECIAL TAXES / Return Processing, Registration & Licensing 3.2 (incl Fire Fees)
E —qi5 =& 7"1' i * SPECIAL TAXES / Return Processing, Registration & Licensing 3.2
17 [ - S E = « LEGAL / Internal Affairs 7.1
— = — — = — « SALES & USE TAX/ Field Operations Dept 2.2
16 .fz_z 2.3 24 - 5.2 ‘ * SALES & USE TAX / HQ Operations Division (Admin Heads) 2.3
== - S = + SALES & USE TAX / Tax Policy Division 2.4
— - — = + EXEC SERVICES / Data Analysis 5.2
15 f S 23 \ + SALES & USE TAX / HQ Operations Division 2.3 / Refunds & Petitions
— - - == + SALES & USE TAX / HQ Operations Division 2.3 / Return Analysis Section
14 { HESSiy By ‘ (40 staff +/- this floor)
n = il = Jg * SALES & USE TAX / HQ Operations Division 2.3 / Consumer Use Tax Section
13 NA
12 Mechanical
SALES & USE TAX DEPT if = -— E * SALES & USE TAX / HQ Operations Division 2.3 / Local Revenue Section
11 i T 28 Tact 8
3, (full floor; 130 staff +/-)
10 [ - ~42- < - | - CROSProjectTeam 4.2 (Reporls to which Dept?)
09 » SALES & USE TAX / HQ Operations Division 2.3 / Return Analysis Section
(full floor; 130 staff +/- this floor)
08 « SALES & USE TAX / HQ Operations Division 2.3 / Centralized Collections
B * TECH SERV / Application Development Division 8.2
07 « TECH SERV / Enterprise Systems and Infrastructure Services Division 8.4
+ TECH SERV/Web Team 8.2 (?)
TECH SERVICES DEPT |—> 06 « TECH SERV / Application Development Division 8.2
« TECH SERV / Enterprise Systems and Infrastructure Services Division 8.4
« TECH SERV / Enterprise Planning and Support Division 8.3
05 « TECH SERV / Enterprise Systems and Infrastructure Services Division 8.4
04 « ADMIN DEPT / Financial Management Division 1.3
ADMINISTRATION DEPT |_>
03 « ADMIN DEPT / Human Resources Division 1.4
« EXEC SERVICES - Equal Employment Opportunity 5.4
« ADMIN DEPT / Financial Management Division 1.3 / Cashiering Section
A.DMIN.ISTRATION I.JI?PT 02 =+ ADMIN DEPT/ Financial Management Division 1.3 / Data Entry Section
Financial Mgmt Division =X . o
- Cashiering Sectllon (16 staff) — FIr 2 - ADMIN DEPT / Admin Support 1.2
- Data Entry Section (25 staff) — Fr 2 3 . A . .
- Mail & Sorting Sections (25 staff total) — Fir 1 « ADMIN DEPT / Financial Management Division 1.3 / Mail and Sorting
« ADMIN DEPT / Publication Services Division 1.6
» TECH SERVICES DEPT / Print Room 8.1

= — > S
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