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AGENDA — June 11, 2013 Business Taxes Committee Meeting
Lumber Products Assessment Regulations — Retailer Reimbursement Retention

Action 1 — Proposed Lumber Products Assessment
Regulations — Retailer Reimbursement Retention

Issue Paper Alternative 1 — Staff Recommendation
Agenda, pages 2-4

Issue Paper Alternative 2
Agenda, pages 2-4

Issue Paper Alternative 3

Approve and authorize publication of:

Staff’s proposed Regulations 2000, Retailer Reimbursement
Retention, and 2001, Additional Allowed Retailer
Reimbursement Retention. These regulations allow retailers to
retain $250 per location for reimbursement of startup costs
beginning January 1, 2013, and allow retailers to retain an
additional $485 per location beginning January 1, 2014.

OR

Readopt emergency Regulation 2000 without amendment. This
alternative would allow retailers to retain $250 per location for
reimbursement of startup costs.

OR

Direct staff to draft a regulation that allows retailers to retain a
higher amount for startup costs and an annual amount for
reimbursement of ongoing costs. West Coast Lumber &
Building Material Association requested that BOE set the
retention amount at $5,500 per retail location for startup costs
and set an annual retention amount of $1,500 per retail lumber
location.
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AGENDA — June 11, 2013 Business Taxes Committee Meeting

Lumber Products Assessment Regulations — Retailer Reimbursement Retention

Alternative 3 -

Alternative 1 - Staff Recommendation . . Allow a higher
. Alternative 2 — proposed Regulation 2000 amount for
Action Item proposed Regulations 2000 and 2001 startup costs and
Total allowed retention: $735 per location Total allowed retention: $250 per location an annual
amount for
ongoing costs
Action 1 -
Proposed Regulation 2000, Retailer Reimbursement | Regulation 2000, Retailer Reimbursement | [No language
Lumber Retention Retention provided.]
Products
Assessment Public Resources Code section 4629.5, as Public Resources Code section 4629.5, as

Regulation(s)

added by Statutes 2012, chapter 289, requires

added by Statutes 2012, chapter 289, requires

the Board of Equalization to adopt a
requlation to determine the amount of
reimbursement a retailer may retain for costs

the Board of Equalization to adopt a
requlation to determine the amount of
reimbursement a retailer may retain for costs

associated with the collection of the Lumber

associated with the collection of the Lumber

Products Assessment imposed by Public
Resources Code section 4629.5.

A retailer required to collect the Lumber
Products Assessment may retain no more

Products Assessment imposed by Public
Resources Code section 4629.5.

A retailer required to collect the Lumber
Products Assessment may retain no more

than $250 per location as reimbursement for

than $250 per location as reimbursement for

startup costs associated with the collection of

startup costs associated with the collection of

the assessment. Such reimbursement is to be

the assessment. Such reimbursement is to be

taken on the retailer’s first return on which

taken on the retailer’s first return on which

the Lumber Products Assessment is reported

the Lumber Products Assessment is reported

or, if the amount of the collected assessment

or, if the amount of the collected assessment

is less than the allowed reimbursement, on

is less than the allowed reimbursement, on

the retailer’s next consecutive returns until

the retailer’s next consecutive returns until
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AGENDA — June 11, 2013 Business Taxes Committee Meeting

Lumber Products Assessment Regulations — Retailer Reimbursement Retention

Action Item

Alternative 1 - Staff Recommendation
proposed Regulations 2000 and 2001

Total allowed retention: $735 per location

Alternative 2 — proposed Regulation 2000

Total allowed retention: $250 per location

Alternative 3 -
Allow a higher
amount for
startup costs and
an annual
amount for
ongoing costs

the allowed reimbursement amount is
retained.

“Location” means and is limited to a
business location registered under the
retailer’s seller’s permit as of January 1,
2013, where sales of products subject to the

the allowed reimbursement amount is
retained.

“Location” means and is limited to a
business location registered under the
retailer’s seller’s permit as of January 1,
2013, where sales of products subject to the

assessment are made.

Regulation 2001, Additional Allowed
Retailer Reimbursement Retention

Beginning January 1, 2014, a retailer
required to collect the Lumber Products
Assessment may retain $485 per location, in
addition to the $250 allowed by Regulation
2000, as reimbursement for startup costs
associated with the collection of the
assessment. Such reimbursement is to be
taken on the retailer’s first return after
January 1, 2014, on which the Lumber
Products Assessment is reported, or if the
amount of the collected assessment is less
than the allowed reimbursement, on the

assessment are made.
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AGENDA — June 11, 2013 Business Taxes Committee Meeting

Lumber Products Assessment Regulations — Retailer Reimbursement Retention

Action Item

Alternative 1 - Staff Recommendation
proposed Regulations 2000 and 2001

Total allowed retention: $735 per location

Alternative 2 — proposed Regulation 2000

Total allowed retention: $250 per location

Alternative 3 -
Allow a higher
amount for
startup costs and
an annual
amount for
ongoing costs

retailer’s next consecutive returns until the
allowed reimbursement amount is retained.

If the retailer no longer sells products subject
to the assessment, the retailer may file a
claim for refund for assessment amounts paid

in 2013 up to $485.

“Location” means and is limited to a
business location registered under the
retailer’s seller’s permit as of January 1,
2013, where sales of products subject to the
assessment are made.
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Proposed Lumber Products Assessment Regulations - Retailer
Reimbursement Retention

Issue

Should the Board authorize publication of new Lumber Products Assessment regulations stating the
amount of collected assessment retailers may retain for reimbursement of collection costs?

Alternative 1 — Staff Recommendation
Staff recommends the Board approve and authorize publication of

e Regulation 2000, Retailer Reimbursement Retention, allowing retailers to retain $250 per
location for reimbursement of startup costs beginning January 1, 2013, and

e Regulation 2001, Additional Allowed Retailer Reimbursement Retention, allowing retailers to
retain an additional $485 per location beginning January 1, 2014.

To preserve the emergency regulation provisions, the text of proposed Regulation 2000 is identical to
the emergency regulation. Staff believes that a separate Regulation 2001 will make it clear that the
changes beginning January 1, 2014 do not affect the emergency regulation provisions in place in 2013.
See Exhibit 2.

Other Alternative Considered

Alternative 2: Readopt emergency Regulation 2000 without amendment. This alternative would
allow retailers to retain $250 per location for reimbursement of startup costs. See Exhibit 3. This
alternative is supported by the California Forestry Association, California Native Plant Society,
Forests Forever, Pacific Forest Trust, Sierra Club, and the Center for Biological Diversity. This
alternative was also recommended by California Assemblymembers Bob Blumenfield, Wesley
Chesbro, Richard Gordon, Richard Bloom, and Roger Dickinson. See Exhibit 4.

Alternative 3: Adopt a regulation that allows retailers to retain a higher amount for startup costs and
an annual amount for reimbursement of ongoing costs. West Coast Lumber & Building Material
Association (West Coast) requested that BOE set the startup cost retention amount at $5,500 per retail
location and the annual retention at $1,500 per retail lumber location. In addition to West Coast, this
alternative is supported by Home Depot, Caseywood, Bruce Bauer Lumber & Supply, Idaho Pacific
Lumber, Mead Clark Lumber, Nichols Lumber & Hardware, Van Matre Lumber, Brisco Mill &
Lumber, La Mesa Lumber, San Joaquin Lumber, Sunnyvale Lumber, Truckee-Tahoe Lumber, Valley
Redwood, Roadside Lumber & Hardware, Ashby Lumber, Reliable Wholesale Lumber, Pine Tree
Lumber, Monument Lumber, and Home Lumber. See Exhibit 5.
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V.

Background

Assembly Bill (AB) 1492 (Chapter 289, statutes 2012) imposed, beginning January 1, 2013, a one-
percent assessment on purchasers of lumber products and engineered wood products to be collected by
the retailer at the time of sale. As enacted by AB 1492, Public Resources Code (PRC) section
4629.5(a)(3) provides:

The retailer shall collect the assessment from the person at the time of sale, and may
retain an amount equal to the amount of reimbursement, as determined by the State
Board of Equalization pursuant to regulations, for any costs associated with the
collection of the assessment, to be taken on the first return or next consecutive returns
until the entire reimbursement amount is retained. For purposes of this paragraph, the
State Board of Equalization may adopt emergency regulations pursuant to Section
11346.1 of the Government Code. The adoption of any regulation pursuant to this
paragraph shall be deemed to be an emergency and necessary for the immediate
preservation of the public peace, health, and safety, and general welfare.

To ensure that a Board-determined retention amount was authorized before the affected retailers’
collection duties begin, the Board approved emergency Regulation 2000, Retailer Reimbursement
Retention, at its October 23, 2012 Board meeting. The regulation provides that retailers may retain
$250 per location registered under the retailer’s seller’s permit as of January 1, 2013. That amount
may be retained by retailers without any requirement that the retailer substantiate its costs.

The $250 retention amount was based on BOE’s understanding of the amount of retailer
reimbursement discussed when the legislation was drafted. Although the statute and legislative
analyses do not specify whether “retailer” was intended to mean “registered retailer” or “retail
location,” staff believed the statute could be interpreted to allow reimbursement on a per location
basis.  Staff supported the $250 amount by using U.S. Census Bureau data and a 2006
PricewaterhouseCoopers report on gross retail sales tax compliance costs for programming and
servicing cash registers for sales tax rate and bases changes. (See October 12,2012 Chief
Counsel Memo* on the adoption of emergency Regulation 2000.)

Regulation 2000 was approved by the Office of Administrative Law (OAL) on December 4, 2012 and
became effective January 1, 2013. Approved emergency regulations remain effective for 180 days
unless OAL approves a re-adoption of the emergency regulation during that time period. OAL may
approve two re-adoptions of the same emergency regulation and each re-adoption may extend the
emergency regulation’s effective period for up to 90 days. Emergency regulations are repealed when
their effective periods expire. However, an emergency regulation can become permanent if the Board
re-adopts the regulation through the regular rulemaking process and transmits the completed
rulemaking file to OAL during the period the emergency regulation is in effect.

In order to ensure retailers would be able to continue to claim $250 in reimbursement while staff
worked with interested parties through the Business Taxes Committee process, the Board approved re-
adoption of the emergency regulation on May 22, 2013. Staff intends to request a second re-adoption
of the emergency regulation while any permanent regulations are in the formal rulemaking OAL
approval process.

! http://www.boe.ca.gov/meetings/pdf/102312 J1 AB1492 Emergency Regs.pdf
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\2

Discussion

Staff and interested parties disagree on two main points: (1) whether PRC 4629.5 limits allowed
retention to startup costs, and (2) the amount retailers should be allowed to retain for reimbursement
of startup costs.

Retention for Startup Costs or Startup and Ongoing Costs

Staff and interested parties agree that retailers will have ongoing expenses to comply with the
provisions of the Lumber Products Assessment. When lumber retailers add new products to
inventory, they have to determine whether the product is subject to the assessment and adjust their
recordkeeping system accordingly. In addition, PRC section 4629.4 requires the Board of Forestry
and Fire Protection (BOF) to annually update the regulation that interprets and makes specific the
lumber products and engineered wood products that the BOF determines are subject to the assessment.
Changes to that regulation will require retailers to review their inventory and update their
recordkeeping systems.

Despite these costs, staff believes the language of PRC section 4629.5 and the legislative intent behind
AB 1492 only provide for a one-time reimbursement of startup costs to implement the Lumber
Products Assessment on January 1, 2013. Staff bases this on the language in PRC 4629.5(a)(3) which
explains that the retailer may retain an amount “...to be taken on the first return or next consecutive
returns until the entire reimbursement amount is retained.” The statute does not authorize retailers to
retain additional amounts after a determined amount is retained. Staff believes if retention for ongoing
costs was intended, the statute would have explicitly provided an amount or percentage to be routinely
claimed gn the taxpayer’s return as in other BOE programs where taxpayers retain reimbursement
amounts.

The intent that reimbursement be limited to startup costs was noted in the BOE legislative analysis®
for AB 1492. In addition, the Senate and Assembly floor analysis for AB 1492 refer to retailers being
reimbursed for “...costs to set up collection systems.” Interested parties that supported AB 1492,
including the California Forestry Association, California Native Plant Society, Forests Forever, Pacific
Forest Trust, Sierra Club, and the Center for Biological Diversity confirm this intent. In their March
20, 2013 submission, California Assemblymembers Bob Blumenfield, Wesley Chesbro, Richard
Gordon, Richard Bloom, and Roger Dickinson also recommended that reimbursement be limited to
startup costs (see Exhibit 4).

Several interested parties, however, disagree with staff’s interpretation of PRC section 4629.5 and
believe BOE should adopt a regulation that compensates retailers for the ongoing costs they will incur
complying with the assessment. In their submission, Home Depot explained:

...the Paper’s conclusion contradicts with the plain language of the statute which does
not limit reimbursement to the costs associated with setting up a collection system.
Rather, PRC 4629.5(a)(3) specifically authorizes reimbursement for “any costs
associated with the collection of the assessment.” Where statutory language is clear
and unambiguous, there is no need to look at legislative history or to go any further.

2 Reimbursement is allowed under the California Tire Fee Law, Covered Electronic Waste Recycling Fee, and the Cigarette and
Tobacco Products Tax Law. The California Tire Fee Law and Covered Electronic Waste Recycling Fee Law authorize a retail
seller to retain 3 percent and 1.5 percent of the fee, respectively, as reimbursement of collection costs. The Cigarette and Tobacco
Products Tax Law provides that cigarette tax stamps are to be sold to licensed distributors at a specified discount, which is
intended to help defray the cost (leasing of equipment/labor cost) to the distributor for affixing the stamps.

% http://www.boe.ca.gov/legdiv/pdf/1492abenr12cw.pdf
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Hoeschst Celanese Corp. v. Franchise Tax Bd. (2001) 25 Cal.4™ 508, 519. We submit
that PRC 4629.5(a)(3) is clear and unambiguous and that it authorizes reimbursement
for any costs of collection, including ongoing costs.

The statute’s reference to reimbursement *“on the first return or next
consecutive return until the entire reimbursement amount is retained” does not change
that plain meaning. Indeed, given that retailers are required to file quarterly returns,
that reference likely means that the Legislature intended for BOE to set an annual
reimbursement amount that retailers should retain “on the first return or next
consecutive return” filed each year. ...

Home Depot also states that nothing in the statute suggests that retailers should not be reimbursed for
these ongoing programming costs and that it makes no sense to reimburse retailers for initial
programming costs and then require them to shoulder those same costs to capture new lumber
products.

West Coast and other lumber retailers made similar comments in their submissions. Caseywood
pointed out that ongoing costs affect sales, distribution, accounting, audit, and other cost centers.
They anticipate ongoing costs of approximately $1,500 to $2,000 per year to ensure compliance with
the new assessment. West Coast commented that changes to the list of products subject to the
assessment will require additional computer software modifications, staff training, and management
oversight by lumber dealers. West Coast requests an annual reimbursement amount of $1,500 per
retail location be allowed to accommodate updates and changes in the list of products subject to the
assessment. This amount was also recommended by 15 other lumber retailers in their submissions
(see Exhibit 5).

Amount of Retention for Startup Costs

Staff believes the language in PRC 4629.5(a)(3), “...and may retain an amount equal to the amount of
reimbursement, as determined by the State Board of Equalization pursuant to regulations...” means
that BOE was given the authority to determine a specific amount for reimbursement. Staff does not
believe the Board has the authority to define costs as a percentage of collections or in a manner that
would allow each affected retailer to come up with its own unique reimbursement amount.

Purpose of AB 1492. As noted in BOE’s legislative bill analysis, the purpose of AB 1492 was,
among other things, to ensure continued sustainable funding for California’s forest program to protect
the state’s forest resources and to replace the current piecemeal funding structure with a single funding
source. Since retailers are allowed to retain a determined amount for reimbursement for costs before
paying the assessment, the amount of allowed retention directly affects the revenue the fund receives.
Staff believes this revenue impact and the overall purpose of AB 1492 should be considered when
determining the amount of allowed retention.

Actual Costs to Implement AB 1492. Most lumber retailers use computerized accounting software
to account for inventory and sales. To get an idea of retailers’ costs to update their software for the
assessment, staff contacted three software companies that provide software packages for the retail
lumber industry. These providers advised us that for current customers they generally charged $250
per location to update their software to collect the Lumber Products Assessment. One company
included the change in their annual updates and did not charge an additional amount. The providers
explained that they priced updates to match the amount provided in BOE’s emergency regulation as a
courtesy to existing customers and as a selling point to attract new customers. However, one company
estimated that for a new retail account, they would charge about $30,000 plus a monthly fee to set up a
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whole new accounting system that included the lumber assessment. Software providers also explained
that their charges did not include the hours spent reviewing inventory and coding SKU’s (stock
keeping units) for products subject to the assessment. These tasks were typically completed by the
retailer’s employees with the expense incurred directly by the retailer.

Retailers who use custom or proprietary accounting software were not able to take advantage of
pricing discounts from package software providers and generally paid hourly rates for software
technicians to update their systems. Caseywood estimated that it cost their company $7,000 to
implement computer system, internal process, and accounting changes necessary to comply with the
new law. Other retailers advised us that while their current accounting systems could be readily
modified to accommodate a new sales tax rate, they could not be updated to calculate the Lumber
Products Assessment (requiring 1% assessment be calculated on identified items and a separate
statement of the assessment on the invoice or receipt). Those retailers were forced to update both
software and hardware in order to implement the assessment. One retailer estimated their cost to be
$45,000. Single location retailers also noted that while they incurred costs similar to other lumber
retailers, they did not benefit from the allowed “per location” reimbursement provision of the
emergency regulation. West Coast surveyed their members and estimated the average cost to
implement the assessment was $5,480 per location (see Exhibit 5).

Data from Filed Returns — Number of Locations. An obstacle in interested party discussions has
been that BOE does not know the actual number of retail locations selling products subject to the
Lumber Products Assessment. The assessment applies to products that could be sold by a variety of
stores making it difficult for BOE to estimate the number of retailers required to collect the
assessment. Using Census Bureau data, staff estimated in its Second Discussion Paper that the
number of locations is close to 10,000.

Identifying these retailers has also been a challenge for BOE. In November 2012, BOE sent notices to
54,000 retailers advising them that they may be required to collect the Lumber Products Assessment.
Retailers were identified by the NAICS (North American Industry Classification System) noted in
BOE records based on the type of products primarily sold. In addition to lumber and construction
material retailers, the selected retailers included hardware stores, home centers, nursery and garden
centers, department stores, and general merchandise sellers. If the retailer filed sales and use tax
returns more than once a year (28,000 of the noticed retailers), the retailer’s account was adjusted so
that the retailer received a Lumber Products Assessment schedule with their sales and use tax return.
If the retailer does not sell products subject to the assessment, the retailer was instructed to contact
BOE to have the schedule removed. The remaining retailers (26,000 yearly and fiscal yearly filers)
must contact BOE in order to receive a schedule to report the assessment.

It was hoped that a clearer picture of the number of lumber retailer locations would develop after first

quarter 2013 returns were received. For regular quarterly filers, first quarter sales and use tax returns
were due April 30, 2013.
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On May 3, 2013, BOE had the following information about lumber schedules and retail locations:

Taxpayers coded to
receive a lumber
schedule or filed a
lumber schedule for
1 Qtr 2013

Number of Total
sub-locations | locations

No sales and use tax
return or lumber 7,980 2,838 10,818
schedule filed

Reported transactions

subject to the Lumber

Products Assessment
> $0

Reported transactions

subject to the Lumber

Products Assessment
of $0

Total 28,306 11,989 40,295

1,261 1,192 2,453

19,065 7,959 27,024

Staff cannot definitively say what a zero return means. Retailers may have reported zero on their
lumber schedule because they sell lumber products, but all of their sales were nontaxable in first
quarter 2013 or they didn’t sell any lumber products in first quarter, but will in subsequent quarters.
Other retailers might not sell lumber products, but have not yet contacted BOE to have the lumber
schedule removed from their account.

We also note that when fiscal year and annual filers complete their returns in July 2013 and January
2014 additional retailers may contact BOE to receive a lumber schedule. That is, the retailer collected
the lumber assessment, but did not realize they needed to be coded to receive the lumber schedule
until their returns were due.

Data from Filed Returns — Amount of Reported Assessment. In addition to regular quarterly filers,
the following table includes lumber retailers with special reporting periods. The amounts received
from these special filers include January sales, but not February and March transactions
(approximately the month of January; special filer reporting periods do not begin exactly at the
beginning of the month). First quarter 2013 returns for these special filers (February, March, and
April sales) were not available at the time of this paper.

On May 3, 2013 reported amounts from all filers were:

Transactions subject to the Lumber Products Assessment $573,096,454
Gross Lumber Products Assessment $5,730,973
Reimbursement claimed $200,809
Net Assessment reported $5,530,509
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VI.

Using the simplest projection method (multiplying amounts reported by regular filers by four quarters
and special filers by twelve months), staff estimates $28.7 million could be reported in gross Lumber
Products Assessment in 2013. Staff notes that this projection is skewed by limited information
available from special filers. In addition, January is generally regarded as a slow construction month
and staff expects that lumber product sales will be greater in other months.

Alternative 1 - Staff Recommendation
A. Description of Alternative 1

Staff recommends the Board approve and authorize publication of

e Regulation 2000, Retailer Reimbursement Retention, allowing retailers to retain $250 per
location for reimbursement of startup costs beginning January 1, 2013, and

e Regulation 2001, Additional Allowed Retailer Reimbursement Retention, allowing retailers to
retain an additional $485 per location beginning January 1, 2014.

To preserve the emergency regulation provisions, the text of proposed Regulation 2000 is identical
to the emergency regulation. Staff believes that a separate Regulation 2001 will make it clear that
the changes beginning January 1, 2014 do not affect the emergency regulation provisions in place
in 2013,

Staff’s recommendation results in a total $735 retention amount. This amount was determined
using additional data from the 2006 PricewaterhouseCoopers report used to support the emergency
regulation. Although interested parties argued that this report did not adequately support the
amount allowed in the emergency regulation, staff could not find a cost of tax compliance study
that was identical to the implementation of the Lumber Products Assessment. Staff believes the
PricewaterhouseCoopers report on retailer cost of collections, which was used in the Streamlined
Taxable Sales Agreement, is the best available.”

To support the $250 amount provided in the emergency regulation, staff looked at the data for
programming and servicing cash registers. However, another portion of the study estimated
compliance costs based on eight categories associated with the retail sales tax: (1) training
personnel on sales tax; (2) documenting tax-exempt sales; (3) customer service relating to sales tax
issues other than documenting exempt sales; (4) sales tax-related software acquisition and license
fees; (5) programming and servicing cash registers and other Point-of-Sale (POS) systems to
address sales-tax requirements; (6) return preparation, making remittances, refund and credit
claims, and research relating to sales tax (tax remittances excluded); (7) dealing with sales tax
audits and appeals; and (8) other costs (such as costs related to data storage, sales tax registration,
etc.). The study shows an average gross compliance cost of 0.21 percent of taxable sales for the
Building and Garden Supplies industry (Table V.B.2b of the study).

While staff recognizes that these categories do not include lumber retailers’ costs to identify and
code products subject to the assessment, the categories do include areas that are not related to
startup costs associated with the assessment (for example, documenting tax-exempt sales, return
preparation and making remittances, and dealing with tax audits and appeals). Staff believes that

* Retail Sales Tax Compliance Costs: A National Estimate, Volume One: Main Report, PricewaterhouseCoopers, LLP, Prepared
for Joint Cost of Collection Study, National Economic Consulting, April 7, 2006.
http://www.bacssuta.org/Cost%200f%20Collection%20Study%20-%20SSTP.pdf
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overall the 0.21 percent factor is fair to use as an estimate of costs. To calculate the $735 amount,
staff looked at the estimated number of retail locations and estimated revenue for the assessment.

As explained in the Discussion section, the actual number of retail locations selling products
subject to the assessment is still unknown. Using Census Bureau data staff estimated in its Second
Discussion Paper that the number of locations selling lumber and wood products is likely to be
close to 10,000. Although the number of locations reporting more than $0 in taxable sales for the
first quarter 2013 was under 3,000, staff believes the 10,000 location estimate is reasonable given
our uncertainty from thousands of unfiled returns and filed zero returns. Staff also believes it is
reasonable to think that the revenue estimate of $35 million cited in the BOE analysis of AB 1492
may be realized given the amounts already reported and expected increases in lumber product
sales as the construction season begins.

Revenue of $35 million equals lumber sales of $3.5 billion since the assessment is one percent of
lumber sales. If there are 10,000 locations, this means average lumber sales of $350,000 per
location. An assumption of average compliance costs of 0.21 percent results in an estimate of
$735 per location.

To implement the staff’s proposed increase in the allowed retention amount for startup costs, staff
recommends an additional $485 be allowed beginning January 1, 2014 (see Exhibit 2). We
expected this date to coincide with the effective date of a permanent Regulation 2000. In addition,
this prospective change will be easier to implement, as it would limit the number of refund claims.
Under staff’s proposal, retailers who continue to sell lumber products will claim the additional
amount on their lumber schedules for reporting periods beginning January 1, 2014. Retailers who
no longer sell products subject to the assessment, however, may file a claim for refund for
assessment amounts paid in 2013 up to $485. For example, a single-location retailer who had
$65,000 in retail lumber product sales subject to the assessment in 2013 would have paid $400 in
assessment on those sales ($650 assessment collected - $250 retained for cost reimbursement
under the provisions of Emergency Regulation 2000). If the retailer discontinues selling wood
products in 2014, the retailer may file a claim for refund for $400.

B. Pros of Alternative 1

o Staff believes this alternative provides retailers with an amount that will recover some of their
costs to implement AB 1492 without a devastating revenue loss to the Timber Regulation and
Forest Restoration (TRFR) Fund.

e Providing that the additional retention be allowed prospectively limits the refund claims,
making implementation easier.
C. Cons of Alternative 1

e The proposed amount is less than the amount lumber retailers’ reported they spent to
implement AB 1492.

e This alternative does not allow retailers to retain an amount for reimbursement of ongoing
costs retailers incur as new lumber products are added to their inventory or as the BOF’s list of
products subject to the assessment changes.

e Retailers who collect small amounts of assessment will need to keep track of an additional
declining balance of unused allowed retention amounts.

Page 8 of 12
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D.

Statutory or Regulatory Change for Alternative 1

No statutory change is required. However, staff’s recommendation does require adoption of new
regulations.

Operational Impact of Alternative 1

Staff will publish proposed Regulations 2000 and 2001 and thereby begin the formal rulemaking
process. Staff will also send a special notice to retailers advising them of the increased retention
amount, update the BOE Lumber Products Assessment webpage, and issue a Tax Information
Bulletin (TIB) article. Staff will also revise the Lumber Products Assessment schedule
instructions to explain the additional allowed retention beginning January 1, 2014.

Administrative Impact of Alternative 1
1. Cost Impact

The workload associated with publishing the regulation, sending a special notice, preparing the
TIB article, updating the BOE webpage, and revising the schedule instructions is considered
routine. Any corresponding cost would be absorbed within the Board’s existing budget.

2. Revenue Impact
Assuming 10,000 locations, staff estimates the allowed retention in 2013 would be $2,500,000

($250 per location). The additional allowed retention beginning 2014 would be $4,850,000.
See Revenue Estimate (Exhibit 1).

. Taxpayer/Customer Impact of Alternative 1

Retailers with small amounts of lumber product sales will need to keep track of an adjusted
declining balance of unused retention amounts.

Critical Time Frames of Alternative 1

Staff expects the approval of the regulations by the Office of Administrative Law will be
completed before emergency Regulation 2000 expires.

VIIl. Alternative 2

A. Description of Alternative 2

Readopt emergency Regulation 2000 without amendment. This alternative would allow retailers
to retain $250 per location for reimbursement of startup costs.

This alternative is supported by the California Forestry Association, California Native Plant
Society, Forests Forever, Pacific Forest Trust, Sierra Club, and the Center for Biological Diversity.
This alternative was also recommended by California Assemblymembers Bob Blumenfield,
Wesley Chesbro, Richard Gordon, Richard Bloom, and Roger Dickinson.

This alternative provides the safest option to protect the fund as BOE remains uncertain of the
actual number of lumber retailers that could retain reimbursement amounts. The interested parties
supporting this alternative believe that a retailer reimbursement level greater than $250 would
jeopardize the overall purpose of enacting the Lumber Products Assessment. They explained in
their submissions that the Governor’s proposed 2013/2014 budget proposes the expenditure of
$26.7 million including adding 49.3 new positions to the state’s timber harvest review program.

Page 9 of 12
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Both the Assembly and Senate Budget subcommittees responsible for this budget item have
already adopted the Governor’s proposed budget level regarding expenditures from the TRFR
Fund. They further note that comments received during recent Legislative budget hearings pointed
to the hope that in future years additional funding from the TRFR Fund would be available for
forest land restoration projects.

B. Pros of Alternative 2

e This alternative has the smallest revenue impact on the TRFR Fund. By providing the fund
with the maximum amount, the alternative will do the most to support the purpose of AB 1492
— funding a robust timber harvest review program and support existing restoration grant
programs.

e Because the provisions are the same as the emergency regulation, this alternative is the easiest
for retailers to understand and to claim. Many retailers will have already claimed the amount
in 2013 (for example, a single location retailer with more than $25,000 in retail lumber product
sales in 2013). For retailers with small amounts of lumber product sales, they may not need to
keep track of an adjusted declining balance of unused retention amounts.

C. Cons of Alternative 2

e The proposed amount is less than the amount lumber retailers’ reported they spent to
implement AB 1492.

e This alternative does not allow retailers to retain an amount for reimbursement of ongoing
costs retailers incur as new lumber products are added to their inventory or as the BOF’s list
of products subject to the assessment changes.

D. Statutory or Regulatory Changes for Alternative 2
No statutory change is required. The alternative requires the adoption of a new regulation.

E. Operational Impact of Alternative 2

Staff will publish proposed Regulation 2000 and thereby begin the formal rulemaking process.
Since this alternative continues the amount allowed by the emergency regulation, staff would not
need to send a special notice to retailers. Staff will update the BOE Lumber Products Assessment
webpage and issue a TIB article explaining the provisions of the emergency regulation were made
permanent.

F. Administrative Impact of Alternative 2
1. Cost Impact

The workload associated with publishing the regulation, preparing the TIB article, and
updating the BOE webpage is considered routine. Any corresponding cost would be absorbed
within the Board’s existing budget.

2. Revenue Impact

Assuming 10,000 locations, staff estimates the total allowed retention would be $2,500,000.
See Revenue Estimate (Exhibit 1).
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G. Taxpayer/Customer Impact of Alternative 2

There would be no change to the Lumber Products Assessment schedule. Retailers with small
amounts of lumber product sales may not need to keep track of an additional adjusted declining
balance of unused retention amounts. Retailers will likely not be reimbursed for actual incurred
costs to implement AB 1492.

H. Critical Time Frames for Alternative 2

Staff expects the approval of the regulation by the Office of Administrative Law will be completed
before emergency Regulation 2000 expires.

VIII. Alternative 3

A. Description of Alternative 3

Adopt a regulation that allows retailers to retain a higher amount for startup costs and an annual
amount for reimbursement of ongoing costs. Interested parties did not provide specific regulation
language, however, in their January 21, 2013 submission West Coast requested that BOE set the
startup cost retention amount at $5,500 per retail location and the annual retention at $1,500 per
retail lumber location.

Several interested parties submitted comments explaining that the $250 and $735 amounts
proposed in staff’s second discussion paper are unreasonably low given retailers’ actual costs to
change their reporting systems to collect the assessment. Both West Coast and Home Depot
believe that PRC section 4629.5(a)(3) authorizes reimbursement for any costs associated with the
collection of the assessment. They also disagree that the PricewaterhouseCoopers study should be
used as support for any determined amount. They point out that the study analyzed programming
costs associated with a general sales tax, while programming for the assessment requires more
time and resources because it only applies to specific products identified by the BOF. They
believe that a better determination of actual costs of collection would be made from a survey of
retailers throughout the state.

If this alternative is chosen, staff recommends two regulations be drafted, a Regulation 2000 with
provisions identical to emergency Regulation 2000, and a Regulation 2001 with the new
provisions beginning January 1, 2014.
B. Pros of Alternative 3
e This alternative come the closest to reimbursing retailers for the costs they incurred
implementing AB 1492.

e The alternative would provide continuing reimbursement for expected ongoing costs to comply
with the assessment.

C. Cons of Alternative 3

e This alternative would have the greatest reduction to the TRFR Fund, thus jeopardizing the
overall objectives of AB 1492.

e Some retailers may be reimbursed for more than their actual startup costs.
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o Staff disagrees there is statutory authority to allow for retention of the assessment beyond
reimbursement for startup costs.

D. Statutory or Regulatory Changes for Alternative 3

Interested parties believe no statutory change is required to allow retention for ongoing costs. The
alternative requires the adoption of new regulations.

E. Operational Impact of Alternative 3

Staff will publish the proposed regulations and thereby begin the formal rulemaking process. Staff
will also send a special notice to retailers advising them of the increased retention amount, update
the BOE Lumber Products Assessment webpage, and issue a TIB article. Staff will also revise the
Lumber Products Assessment schedule instructions to explain the additional allowed retention for
startup costs and ongoing retention beginning January 1, 2014.

F. Administrative Impact of Alternative 3
1. Cost Impact

The workload associated with publishing the regulation, sending a special notice, preparing a
TIB article, updating the BOE webpage, and revising the schedule instructions is considered
routine. Any corresponding cost would be absorbed within the Board’s existing budget. Since
this alternative provides for ongoing retention, staff may consider building system checks to
ensure that the retention amount is not over claimed in future years.

2. Revenue Impact

Assuming 10,000 locations, staff estimates the allowed retention in 2013 would be $2,500,000
($250 per location). Allowing an additional $5,250 for startup costs in 2014, the allowed
retention beginning 2014 would be $52,500,000. Allowing $1,500 each year for ongoing costs
would be $15,000,000 each year. See Revenue Estimate (Exhibit 1).

G. Taxpayer/Customer Impact of Alternative 3

The Lumber Products Assessment schedule instructions would be revised to explain the additional
allowed retention beginning January 1, 2014. Retailers with small amounts of lumber product
sales will need to keep track of an additional adjusted declining balance of unused retention
amounts; these retailers may not pay an assessment amount for several years.

H. Critical Time Frames for Alternative 3

Staff would need to work quickly with interested parties to develop language for this proposal so
the regulation could be approved by the Office of Administrative Law before emergency
Regulation 2000 expires.

Preparer/Reviewer Information
Prepared by: Tax Policy Division, Sales and Use Tax Department

Current as of: May 23, 2013
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REVENUE ESTIMATE STATE OF CALIFORNIA

BOARD OF EQUALIZATION

/" BOARD OF EQUALIZATION
# REVENUE ESTIMATE

Proposed Lumber Products Assessment Regulations -
Retailer Reimbursement Retention

Issue

Should the Board authorize publication of new Lumber Products Assessment
regulations stating the amount of collected assessment retailers may retain for
reimbursement of collection costs?

Alternative 1 — Staff Recommendation
Staff recommends the Board approve and authorize publication of

¢ Regulation 2000, Retailer Reimbursement Retention, allowing retailers to
retain $250 per location for reimbursement of startup costs beginning
January 1, 2013, and

e Regulation 2001, Additional Allowed Retailer Reimbursement Retention,
allowing retailers to retain an additional $485 per location beginning
January 1, 2014.

To preserve the emergency regulation provisions, the text of proposed Regulation
2000 is identical to the emergency regulation. Staff believes that a separate
Regulation 2001 will make it clear that the changes beginning January 1, 2014 do
not affect the emergency regulation provisions in place in 2013. See Exhibit 2.

Other Alternative Considered

Alternative 2: Readopt emergency Regulation 2000 without amendment. This
alternative would allow retailers to retain $250 per location for reimbursement of
startup costs. See Exhibit 3. This alternative is supported by the California
Forestry Association, California Native Plant Society, Forests Forever, Pacific
Forest Trust, Sierra Club, and the Center for Biological Diversity. This alternative
was also recommended by California Assemblymembers Bob Blumenfield,
Wesley Chesbro, Richard Gordon, Richard Bloom, and Roger Dickinson.
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Alternative 3: Adopt a regulation that allows retailers to retain a higher amount
for startup costs and an annual amount for reimbursement of ongoing costs. West
Coast Lumber & Building Material Association (West Coast) requested that BOE
set the startup cost retention amount at $5,500 per retail location and the annual
retention at $1,500 per retail lumber location. In addition to West Coast, this
alternative is supported by Home Depot, Caseywood, Bruce Bauer Lumber &
Supply, ldaho Pacific Lumber, Mead Clark Lumber, Nichols Lumber & Hardware,
Van Matre Lumber, Brisco Mill & Lumber, La Mesa Lumber, San Joaquin Lumber,
Sunnyvale Lumber, Truckee-Tahoe Lumber, Valley Redwood, Roadside Lumber
& Hardware, Ashby Lumber, Reliable Wholesale Lumber, Pine Tree Lumber,
Monument Lumber, and Home Lumber.

Background, Methodology, and Assumptions

We obtained U.S. data on lumber sales from the U.S. Census Bureau 2007
Economic Census (“Wholesale Trade: Industry Series: Preliminary Product Lines
Statistics by Kind of Business for the United States: 2007”). Taking California’s
12 percent share of U.S. population and applying a typical retail margin, we
estimate that California lumber retail sales were about $7.0 billion in 2007. The
economic recession that started December 2007 had a dramatic impact on
California’s housing and building material industry. Housing permits have
declined by about 50 percent from 2007 to 2012. If we assume that lumber sales
declined in a manner closely following the decline in housing permits, we
estimate that 2012 California retail lumber sales were about $3.5 billion.

An assessment of one percent on the retail value on those products would
amount to $35 million in annual state revenues.

The number of retail locations selling lumber and wood products in California is
unknown. The most recent U.S. Census Bureau County Business Patterns data
indicate that there were 6,834 establishments in California in NAICS industry
444, “Building material and garden equipment and supplies dealers,” in 2011. Not
all of these establishments necessarily sell lumber products. However, other
retailers in different NAICS industries may sell lumber and wood products. Based
on the Census Bureau numbers and allowing for additional sellers in other
NAICS industries, we believe the number of locations selling lumber and wood
products is likely to be close to 10,000.
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Revenue Summary

Revenues, cost reimbursement estimates and revenues after cost
reimbursements are shown in the table below. Without reimbursements,
revenues are estimated to be about $35 million.

Alternative and Cost Cost Reimbursement Revenues After
Reimbursement Revenue (Assume 10,000 Cost
Amount Estimate Locations) Reimbursement
Alternative 1 ($735) $35,000,000 $7,350,000 $27,650,000
Alternative 2 ($250) $35,000,000 $2,500,000 $32,500,000
Alternative 3 ($5,500) $35,000,000 $55,000,000 -$20,000,000

Ongoing annual
reimbursement
($1,500) $35,000,000 $15,000,000 $20,000,000

e Alternative 1. The staff recommendation will reduce revenues by
$7.350 million. Revenues after reimbursements are estimated to be
$27.650 million.

e Alternative 2. This recommendation will reduce revenues by $2.500
million. Revenues after reimbursements are estimated to be $32.500
million.

e Alternative 3. This recommendation will reduce revenues by $55.000
million for startup costs. Revenues after reimbursements are estimated
to be negative $20.000 million.

Preparation

Mr. Joe Fitz, Chief Economist, Board of Equalization. For additional information,
please contact Mr. Fitz at 916-323-3802.

May 23, 2013.
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Requlation 2000, Retailer Reimbursement Retention

Public Resources Code section 4629.5, as added by Statutes 2012, chapter 289, requires the
Board of Equalization to adopt a regulation to determine the amount of reimbursement a retailer
may retain for costs associated with the collection of the Lumber Products Assessment imposed
by Public Resources Code section 4629.5.

A retailer required to collect the Lumber Products Assessment may retain no more than $250 per
location_as reimbursement for startup costs associated with the collection of the assessment.
Such reimbursement is to be taken on the retailer’s first return on which the Lumber Products
Assessment is reported or, if the amount of the collected assessment is less than the allowed
reimbursement, on the retailer's next consecutive returns until the allowed reimbursement
amount is retained.

“Location” means and is limited to a business location reqgistered under the retailer’'s seller’'s
permit as of January 1, 2013, where sales of products subject to the assessment are made.

Reqgulation 2001, Additional Allowed Retailer Reimbursement Retention

Beginning January 1, 2014, a retailer required to collect the Lumber Products Assessment may
retain $485 per location, in addition to the $250 allowed by Regulation 2000, as reimbursement
for startup costs associated with the collection of the assessment. Such reimbursement is to be
taken on the retailer’'s first return after January 1, 2014, on which the Lumber Products
Assessment is reported, or if the amount of the collected assessment is less than the allowed
reimbursement, on the retailer's next consecutive returns until the allowed reimbursement
amount is retained. If the retailer no longer sells products subject to the assessment, the retailer
may file a claim for refund for assessment amounts paid in 2013 up to $485.

“Location” means and is limited to a business location registered under the retailer’'s seller’'s
permit as of January 1, 2013, where sales of products subject to the assessment are made.
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Requlation 2000, Retailer Reimbursement Retention

Public Resources Code section 4629.5, as added by Statutes 2012, chapter 289, requires the
Board of Equalization to adopt a regulation to determine the amount of reimbursement a retailer
may retain for costs associated with the collection of the Lumber Products Assessment imposed
by Public Resources Code section 4629.5.

A retailer required to collect the Lumber Products Assessment may retain no more than $250 per
location_as reimbursement for startup costs associated with the collection of the assessment.
Such reimbursement is to be taken on the retailer’s first return on which the Lumber Products
Assessment is reported or, if the amount of the collected assessment is less than the allowed
reimbursement, on the retailer's next consecutive returns until the allowed reimbursement
amount is retained.

“Location” means and is limited to a business location registered under the retailer’s seller’s
permit as of January 1, 2013, where sales of products subject to the assessment are made.
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March 20, 2013

Jerome E. Horton, Chairman
State Board of Equalization
P.O. Box 942879
Sacramento, CA 94279

Dear Chairman Horton:

As part of the 2012-13 budget package, the Assembly Budget Committee authored AB 1492, a bill
inten :d to fund a robust timber harvest review program and support existing restoration grant
programs. As chair and members of the Assembly Budget Committee, we respectfully request that
you adopt the recommendations in Chief Counsel Randy Ferris® October 12, 2012 report, which
suggests a $250 reimbursement for each retail location that collects the lumber product assessment.
We believe that this reimbursement amount is necessary to uphold the primary purpose of AB 1492: to
ensure sustainable funding for a robust timber harvest re* :w program.

As you may know, for several years leading up to AB 14 !, General Fund budget cuts had seriously
compromised the state's timber harvest permitting program. For example, the Department of Fish and
Wildlite was torced to eliminate participation in timber-related activities in the Sierra and reduce its
participation by more than half in other areas of northern California, leaving a small pr« 1 on the
north coast.

Since a timber harvest plan must be the "functional equivalent" of a CEQA analysis, and since CEQA
requires interdisciplinary review, the cuts to the state's timber harvest review program put the entire
program in legal jeopardy. This issue was highlighted w :n an environmental group submitted a
demand letter to the Secretary for Natural Resources, John Laird, requesting the decertification ot the
timber harvest review program.
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MAYER*BROWN

Mayer Brown LLP

350 South Grand Avenug

25th Floor

Los Angeles, California 90071-1503

Main Tel +1 213 229 9500

January 22, 2013 Main Fax +1 213 625 0248
WWW.Mayersrown.com

BY FACSIMILE & U.S. MAIL

Andrew T, Kugler
v Direct Tel +1 213 621 9462
Ms. Susanne Buchler, Chief Direct Fax :1 213576 8126

Tax Policy Division (MIC:92) akugler@mayerbrown.com
Board of Equalization

450 N. Street

P.0O. Box 942879

Sacramento, CA 94279-0092

Re: Comments to Initial Discussion Paper -
Lumber Products Assessment Regulation 2000

Dear Ms. Buehler:

On behalf of Home Depot U.S.AL, Inc. (“Home Depot”), below are comments 1o the
Initial Discussion Paper (the “Paper”) for the Lumber Products Assessment (the “Assessment™),
Regulation 2000,

Startup Costs or Continuous Reimbursement

The first issue raised in the Paper is whether the authorizing statute allows retatlers to
retain an amount sufficient to cover their ongoing costs of collecting the Assessment or merely
initial costs of setting up a collection system. The Paper appears to acknowledge that PRC
4629.5(a)(3) does not explicitly imit reimbursement to one-time startup costs. However, it
effectively concludes that the statute does so by implication, citing the requirement that the
reimbursement “be taken on the first return or next consecutive returns until the entire
reimbursement amount is retained.” According to the Paper, if the Legislature had intended
ongoing reimbursement, the statute would have explicitly provided an amount or percentage to
be routinely claimed.

We respectiully disagree for two reasons. First, the Paper’s conclusion contradicts the
plain language of the statute, which does not limit reimbursement to the costs associated with
setting up a collection system. Rather, PRC 4629.5(a)(3) specifically authorizes reimbursement
for “any costs associated with the collection of the assessment.” Where statutory language is
clear and unambiguous, there is no need to look at legislative history or to go any further.
Hoechst Celanese Corp, v, Franchise Tox Bd (2001) 25 Cal.4th 508, 519. We submit that PRC
4629.5(a)(3) is clear and unambiguous and that it authorizes reimbursement for any costs of
collection, including ongoing costs.

The statute’s reference to reimbursement “on the first return or next consecutive return
until the entire reimbursement amount is retained” does not change that plain meaning. Indeed
g >

IMayer Brown LLP operates in combination with other Mayer Brown enfities with offices in Euwrope and Asia
and is associated with Tauil & Chequer Advogados, a Brazilian law parinership.
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given that retailers are required to file quarterly returns, that reference likely means that the
Legislature intended for BOE to set an annual reimbursement amount that retailers should retain
“on the first return or next consecutive return” filed each year.

Second, the Paper’s conclusion fails 1o appreciate that retailers will face ongoing costs to
maintain their collection systems. The list of lumber products and engineered wood products
subject to the Assessment is not static, nor is the retailer’s product mix. Although the list is to be
updated each year by the Board of Forestry, items sold in the retailer’s store are changing
weekly. PRC 4629.4(a). That necessarily means that retailers will have to reprogram their
collection systems continually to capture new products. Nothing in the statute suggests that
retailers should not be reimbursed for these ongoing programming costs and, indeed, it makes no
sense to reimburse retailers for initial programming costs and then require them to shoulder those
same costs to capture new lumber products. The propesed interpretation is also unfair given that
other retailers are reimbursed for their ongoing costs of collecting the California Tire Fee,
Covered Electronic Waste Recycling Fee and Cigarette and Tobacco Products Tax.

We thus respectfully submit that PRC 4629.5(a)(3) requires BOE to set an amount
sufficient to reimburse retailers for their ongoing costs of collecting the Assessment.

Amount of Reimbursement

The second issue raised in the Paper concerns the amount of the reimbursement. The
Paper concludes that a $250 per location reimbursement is sufficient because (1) a
PricewaterhouseCoopers study concluded that the average cost of programming and servicing
cash registers to collect sales tax is .01% of taxable sales; and (2) a 2007 economic census says
50% of retail lumber establishments had taxable sales of $2.5 miilion or less ($2.5 million x .01
= $250).

Again, however, this analysis contradicts the plain language of the statute. PRC
4629.5(a)(3) authorizes reimbursement for any costs associated with the collection of the
assessment. But the .01% figure referenced in the PricewaterhouseCoopers study only covers
the costs of programming and servicing cash registers. There are various other costs cited in that
study, including training personnel and purchasing tax-related software, that go into tax
collection. In fact, the total weighted cost of all the coliection factors in the
PricewaterhouseCoopers study is .19%, not .01%. Given the plain language of PRC
4629.5(a)(3), all of these costs must be considered in setting the reimbursement amount.

Another problem with the Paper’s use of the PricewaterhouseCoopers study is that the
study analyzed programming costs associated with a gencral sales tax. By contrast, the
Assessment only applies to the tumber products and engineered wood products specified in the
regulation updated annually by the Board of Forestry. Programming an assessment for specific
lumber products will necessarily require more time and resources than a sales tax that can be
uniformly applied across all products.

AMECURRENT 7050492011 22-Jan-13 14:57
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From: Brent Fraser [mailto:fraserb@caseywood.com]
Sent: Monday, March 25, 2013 7:31 AM
To: Whitaker, Lynn; Stark, Kirsten
Subject: RE: Lumber Products Assessment regulation - issue postponed until June 11, 2013

Lynn/Kirsten,

One more piece of information that might help staff and board members as they discuss this matter.
From 1/1/2013 to 3/25/13 (less than three months) our company has collected $16,251.91 in lumber
assessment tax revenue. There was a lot of discussion during the last meeting about how long it would
take the fund to collect the money required to reimburse retailers before it would start accumulating tax
revenue. The people in the meeting guessed that it would take a year or more for the fund to be cash
positive. Again, the lack of data and analysis is a huge problem. If the BOE were to reimburse
my company $7,000 for implementation and $2,000 per year for compliance, the fund would have
already collected $7,251.91 of net tax revenue with over nine months remaining in the year. In addition,
January to March are the slowest months in the construction industry so the monthly tax revenue for the
balance of the year will be much higher.

FxFIAFx*A* report generated directly from our transaction/ERP system*****sxkktxkitxx

ADDONS AMOUNT MEMO AMOUNT MEMO
3 FORKLIFT RENTAL 1.90 1.90
4 RESTOCKING 33.85 33.85
9 FREIGHT-IN 416.32 1,716.38
19 DOOR SHOP LABOR 1,393.14 3,554.47
30 LUMBER ASSESS TAX 1% 4,103.34 16,251.91
TOTAL 5,948.55 21,558.51

AAA A A A A AAAAAA A A A A AT A A A AA A A AAAAAAAEAAAAAEAAAAAAAAXAAAAAALAAATAAAAAAAAXAAXAAKXAXKX

This is the type of hard data and analysis that is critical for your decision making process. It
is not fair to tax without adequate research and analysis. The BOE cannot rely on hearsay,
guesses, irrelevant data, etc.

Please forward this submission to the appropriate board members and decision makers.
Thank you.

Brent Fraser

Caseywood Corporation

brent.fraser@caseywood.com

PH 530.273.3883
FAX 530.273.5780
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From: Connie Nickerson
To: Whitaker, Lynn
Cc: Ken Dunham (KenD@lumberassociation.org); dave; Darryl Thom
Subject: Lumber Tax Reimbursement letter
Date: Friday, March 15, 2013 10:14:09 AM
Attachments: Lumber Tax Reimbursement letter.docx
Importance: High
Dear Lynn,

Please read the attached letter regarding the proposed retailer reimbursement. In addition to the costly
and time consuming computer software and hardware updates, there has been a significant amount of
time training staff to ensure they capture the tax at the point of sale since the majority of products we
sell at our establishment are not subject to this tax. The cost of tracking the information for purposes of
reporting on our sales tax return has also consumed an inordinate amount of my time. If | can provide
additional clarification to justify what we are asking, please don't hesitate to contact me directly.

Cordially,

Connie Nickerson

Comptroller

Bruce Bauer Lumber & Supply

134 San Antonio Circle

Mountain View, CA. 94040

650-948-1089 x223

www.brucebauer.com (check out our new updated website)

NOTE: This electronic message may contain PRIVILEGED AND CONFIDENTIAL INFORMATION intended
only for the use of the addressee(s) named above. If you are not the intended recipient of this
electronic message, or the employee or agent responsible for delivering it to the intended recipient, you
have no legal right to read this message and are hereby notified that any dissemination, copying or
disclosure of this message is strictly prohibited. If you have received this message in error, please
notify the sender immediately via reply electronic message then delete the original message.
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mailto:Lynn.Whitaker@boe.ca.gov
mailto:KenD@lumberassociation.org
mailto:dave@brucebauer.com
mailto:darryl@brucebauer.com
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March 15, 2013



Tax Policy Division

Board of Equalization

PO Box 942879

Sacramento, CA 94279-0092



Re:  Proposed Regulation 2000, Retailer Reimbursement Retention



Ladies and Gentlemen:



On behalf of my company Bruce Bauer Lumber & Supply I urge the Board of Equalization to provide the reimbursement of  up to $5,500 per retail lumber location for set-up costs to implement the “Lumber Assessment”, and provide for an annual ongoing reimbursement of  up to $1,500 to enable ongoing changes to the list of assessed products.



The rationale and data used to implement the “emergency” regulation in October 2012 used seriously flawed data, as has been well-documented by others.  That same flawed data continues to be used in subsequent staff reports.



The costs of implementation per business location are also well-documented and significantly more than present staff recommendations. 



The legislation that enacted this assessment was ill-advised and passed on a so-called “emergency” basis without any considerations of the costs, complexity and difficulty for the retail lumber dealer to implement the assessment.



This legislation and subsequent regulation is a significant cost to my business and is difficult to implement and comply with. Most retail lumber business have had costly and time-consuming computer software and hardware updates.



The law, as passed, clearly provides for the full reimbursement of lumber retailers for their costs associated with setting up the collection system.  Please do not make it even more difficult for businesses to operate in California. 



Sincerely,



Connie Nickerson

Comptroller, Bruce Bauer Lumber & Supply

134 San Antonio Circle

Mountain View, CA. 94040

650-948-1089 x223
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March 15, 2013

Tax Policy Division

Board of Equalization

PO Box 942879
Sacramento, CA 94279-0092

Re: Proposed Regulation 2000, Retailer Reimbursement Retention

Ladies and Gentlemen:

On behalf of my company Bruce Bauer Lumber & Supply | urge the Board of Equalization to provide
the reimbursement of up to $5,500 per retail lumber location for set-up costs to implement the “Lumber
Assessment”, and provide for an annual ongoing reimbursement of up to $1,500 to enable ongoing
changes to the list of assessed products.

The rationale and data used to implement the “emergency” regulation in October 2012 used seriously
flawed data, as has been well-documented by others. That same flawed data continues to be used in
subsequent staff reports.

The costs of implementation per business location are also well-documented and significantly more than
present staff recommendations.

The legislation that enacted this assessment was ill-advised and passed on a so-called “emergency” basis
without any considerations of the costs, complexity and difficulty for the retail lumber dealer to
implement the assessment.

This legislation and subsequent regulation is a significant cost to my business and is difficult to
implement and comply with. Most retail lumber business have had costly and time-consuming computer
software and hardware updates.

The law, as passed, clearly provides for the full reimbursement of lumber retailers for their costs
associated with setting up the collection system. Please do not make it even more difficult for
businesses to operate in California.

Sincerely,

Connie Nickerson

Comptroller, Bruce Bauer Lumber & Supply
134 San Antonio Circle

Mountain View, CA. 94040

650-948-1089 x223
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From: Matt Petersen
To: Whitaker, Lynn
Cc: Ken Dunham
Subject: Lumber Assessment TAX
Date: Friday, March 15, 2013 9:07:52 AM
Attachments: ole0.bmp
(7]
3/15/2013

Tax Policy Division

Board of Equalization

PO Box 942879
Sacramento, CA 94279-0092

Re: Proposed Regulation 2000, Retailer Reimbursement Retention

Ladies and Gentlemen:

On behalf of my company, Mead Clark Lumber, | urge the Board of Equalization to provide
the reimbursement of up to $5,500 per retail lumber location for set-up costs to implement
the “Lumber Assessment”, and provide for an annual ongoing reimbursement of up to
$1,500 to enable ongoing changes to the list of assessed products.

The rationale and data used to implement the “emergency” regulation in October 2012
used seriously flawed data, as has been well-documented by others. That same flawed
data continues to be used in subsequent staff reports.

The costs of implementation per business location are also well-documented and
significantly more than present staff recommendations.

The legislation that enacted this assessment was ill-advised and passed on a so-called
“emergency” basis without any considerations of the costs, complexity and difficulty for the
retail lumber dealer to implement the assessment.

This legislation and subsequent regulation is a significant cost to my business and is difficult
to implement and comply with. Our company spent an enormous amount of time
reviewing our entire inventory and filtering out what we needed to collect the additional
tax on what items didn’t get the extra tax. Our software supplier also invested considerable
time on our behalf re-writing the programming to enable us to collect and list the new tax


mailto:matt@meadclark.com
mailto:Lynn.Whitaker@boe.ca.gov
mailto:KenD@lumberassociation.org
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separately on all of our invoice copies. We expect we will need to update our computer on
a regular basis in order to comply with this new tax regulation.

The law, as passed, clearly provides for the full reimbursement of lumber retailers for their
costs associated with setting up the collection system. Please do not make it even more
difficult for businesses to operate in California.

Sincerely,

Matt Petersen

Vice President

707 576 3333

Mead Clark Lumber Co.
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LUMBER & HARDWARE CO.

137 DALEWOOD » BALDWIN PARK, CATIHS
TEL [626) 604802 « FAK (626 9621067

March 15, 2013

Tax Policy Division

Board of Equalization

‘PO Box 942879 -
Sacramento, CA 94279-0092

Re: Proposed Regulation 2000, Retailer Reimbursement Retention

Ladies and Gentlemen:

On behalf of my company, {Nichols Lumber & Hardware Company), | urge the Board of Equalization to
provide the reimbursement of up to $5,500 per retail lumber location for set-up costs to implement the

“Lumber Assessment”, and provide for an annual ongoing reimbursement of up to $1,500 to enable ongoing
changes to the list of assessed products.

The rationale and data used to implement the “emergency” regulation in October 2012 used seriocusly flawed

data, as has been well-documented by others. That same flawed data continues to be used in subsequent
staff reports.

The costs of implementation per business location are alse well-documented and significantly more than
present staff recommendations.

The legislation that enacted this assessment was ill-advised and passed on a so-called “emergency” basis

without any considerations of the costs, complexity and difficulty for the retail lumber dealer to implement
the assessment.

This legislation and subsequent regulation is a significant cost to my business and is difficult to implement
and comply with. Most retail lumber business have had costly and time-consuming computer software and
hardware updates that are still being worked on in order to comply with the destination tax that works in
conjunction with this tax. There are many programs that have tc be rewritten in order to make this happen.
It takes more than a simple tax code program change.

The law, as passed, clearly provides for the full reimbursement of lumber retailers for their costs associated

with setting up the collection system. Please do not make it even more difficult for businesses to operate in
California.

Sincerely,

ek ()

Rick Deen, V.P.)
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From: Howard Mankins
To: Whitaker, Lynn
Cc: kend@lumberassociation.org
Subject: Proposed Regulatioin 2000, reimbursement retention
Date: Monday, March 18, 2013 3:19:58 PM

Brisco Mill & Lumber

1005 El Camino Real

Arroyo Grande, California 93420
SINCE 1909
Tax Policy Division
Board of Equalization
PO Box 942879
Sacramento, Ca 94279-0092

Re: Proposed Regulation 2000, Retailer Reimbursement Retention

Brisco Lumber Yard would like to ask the Board of Equalization to provide the
reimbursement of up to $ 5,000.00 for set-up costs to implement the "Lumber Assessment”,
and provide for an annual ongoing disbursement of up to $ 1,500.00 to enable ongoing
changes to the list of assessed products.

This legislation was enacted without any consideration of the costs to small retail lumber
dealers such as ours. We are a small family business and over the past 104 years, we have
been inundated with more and more government regulations, taxation and restrictions, that
make it nearly impossible to maintain a family business. You have heard about the "straw
that broke the camels back™, well that is just about where we are!

Please consider the above request or still better, ask for the removable of this legislation
permanently

Thank you most sincerely for your consideration.

Howard D. Mankins 4th generation lumber dealer
Brisco Mill & Lumber Yard


mailto:mankinsjollybox@sbcglobal.net
mailto:Lynn.Whitaker@boe.ca.gov
mailto:kend@lumberassociation.org
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é La Mesa- I
=" Lumber HA@;{W‘EE@

8253 UNIVERSITY AVE., P.O. BOX 136, LA MESA, CA 91944-0156 (619) 466-0311 FX (619) 466-1200 E-MAIL info@lame salumber.com YWEBSITE lamesalumber.com

March 18, 2013

Tax Policy Division

Board of Equalization

PO Box 942879

Sacramento, CA 94279-0092

Re: Proposed Reqgulation 2000, Retailer Reimbursement Retention

Ladies and Gentlemen:

On behalf of my company, La Mesa Lumber Co., | urge the Board of Equalization to provide the
reimbursement of up to $5,500 per retail lumber location for set-up costs to implement the “Lumber
Assessment”, and provide for an annual ongoing reimbursement of up to $1,500 to enable ongoing changes
to the list of assessed products.

The rationale and data used to implement the “emergency” regulation in October 2012 used seriously flawed
data, as has been well-documented by others. That same flawed data continues to be used in subsequent staff
reports.

The costs of implementation per business location are also well-documented and significantly more than
present staff recommendations.

The legislation that enacted this assessment was ill-advised and passed on a so-called “emergency” basis
without any considerations of the costs, complexity and difficulty for the retail lumber dealer to implement
the assessment.

This legislation and subsequent regulation is a significant cost to my business and is difficult to implement
and comply with. My company was forced to upgrade software and hardware at a cost of $6,000 simply to
facilitate the collection of the Lumber Assessment. Most retail lumber business have had costly and time-
consuming computer software and hardware updates.

The law, as passed, clearly provides for the full reimbursement of lumber retailers for their costs associated

with setting up the collection system. Please do not make it even more difficult for businesses to operate in
California.

Sincerely,

Carol Baxter
President
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March 18, 2013

Tax Policy Division

Board of Equalization

PO Box 942879

Sacramento, CA 94279-0092

Re: Proposed Regulation 2000, Retailer Reimbursement Retention

Ladies and Gentlemen:

It has been brought to my attention that the Board of Equalization is debating the cost of implementing
the recently passed Lumber Assessment Fee. | cannot express how frustrating it has been trying to get
our computer system to cooperate with calculating and displaying the assessment. The system we have
was not designed to charge multiple taxes and our current invoices and quotes are not laid out to
display multiple taxes. In order for us to comply with this “emergency” regulation, we must calculate
what is taxable and what is not taxable by hand and write in the totals. For us to become fully
automated, we would have to 1) purchase a new computer system, 2) purchase new paper products.
The cost of doing this will far exceed the proposed amount being debated at this time.

Our system is old, but until now it has served us very well and my staff knows the system inside and out.
With our economic struggles the past four years, we cannot afford an upgrade now.

Again, | cannot express my frustration in the way this regulation was passed with total disregard to the
tax payer, the method for collecting the tax and the insulting amount of reimbursement for
implementation.

Respectfully,

Jeff French

General Manager

San Joaquin Lumber Company
Stockton, California



Issue Paper Number 13-005 Exhibit 5
Submissions from Interested Parties Supporting Alternative 3 Page 20 of 29



Issue Paper Number 13-005 Exhibit 5
Submissions from Interested Parties Supporting Alternative 3 Page 21 of 29



Issue Paper Number 13-005 : Exhibit 5
Submissions from-Interested Parties Sufiportin ativie : —PRage-22-of-29

" Malling Address: P. 0. Box 369 » Truckee, CA 96160 ’ : . Phone: 530- 587-9211

wwwttlcu com . Fax: 530-582-2135

March 18, 2013

Tax Policy Division

Board of Equalization

PO Box 942879 _
Sacramento, CA 94279-0092

Via e-mail to: Lynn.whitaker@boe.ca.gov

Re: Prog_oéed Regulation 2000, Retailer Reimbursement Retention

Ladies and Genﬂemen:

On behalf of my company, Truckee-Tahoe Lumber Company, | urge the Board of Equalization to provide the
reimbursement of up to $5,500 per retail lumber. location for set-up costs to implement the “Lumber
Assessment”, and provide for an annual ongoing reimbursement of up to $1,500 to enable ongoing changes
to the list of assessed products :

~ The rationale and data used to implement the “emergency” regulation in October 2012 used seriously flawed
data, as it has been well- documented by others. That same flawed data continues to be used in subsequent - -
staff reports.

The costs of |mplementat|on per business location_ are also well documented and significantly more than
present staff recommendations.

The Ieglslatlon that enacted this assessment was :II advised and passed on a so-called “emergency” basis
without any con5|derat|on5 of the costs, complexity and dlffrculty for the. retall lumber dealer to implement
the assessment.

/

This legislation and subSequent regulati'on Is a significant cost to my business and is difficult to implement -
and comply with. Most retail lumber business have had costly and time-consuming computer software and
hardware updates, and in my case, it took my IT Manager 48 hours at $100, i.e. $4,800. '

The law, as passed, clearly provides for the full reimbursement of lumber. retailers for their costs associated -
. with setting up the collection system. Please do not make it even more difficult for businesses to operate in

_ California.

Sincerely,

drew Cross
Owner, President & CEO -

- Family Owned and Operated Since 1931
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