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Analysis of Problem

A. Budget Request Summary

The Board of Equalization (BOE) requests $313,000 in FY 2016-17, $337,000 and 1.2 positions in FY
2017-18, $426,000 and 1.4 positions in FY 2018-19, and $497,000 and 2.2 positions in FY 2018-20 and
ongoing to fully implement the Regional Railroad Accident Preparedness and Immediate Response
program pursuant to SB 84 (Chapler 25, Statutes of 2015} and administer the Cigarette and Tobacco
Products Licensing program provisions of Assembly Bill {ABx2-11 (Chapter 6, Slatutes of 2016) and
Senate Bill (SBx2-5 (Chapter 7, Statutes 2016). The BOE will redirect resources {o implement these
mandates. Both programs are special fund programs.

SB 84 imposes fees on owners of the 25 most hazardous material commodities transported by loaded
rail car. In accordance with SB 84, the BOE needs {o collect these fees accordingly, fully administer this
new program, and manage the new Regional Railroad Accident Preparedness and Immediate
Response Fund. The new Cigarette and Tobacco Products Licensing legislation {ABx2-11 and SBx2-5)
creates new and complex license requirements with new and additional workload that requires
additional special funds. Without the requested resources, the BOE will not be able to administer the
new license requirements and will not be in compliance with the new legislation, resulling in significant
delay or loss of revenue. The volume of cigarelte and tobacco product licenses and payments the BOE
must process is greater as retailers now must pay annual, rather than one-lime, license renewal fees,
and the definition of tobacco products has been expanded to include nicotine products, electronic
smoking or vaping devices that deliver nicoline or other vaporized liquids, and any component, part, or
accessory of a tobacco product.

B. Background/History
The BOE's requirements specified by the new legislation, as weli as the descriptions of the two
programs, are detailed below.

s Regional Railroad Accident Preparedness and Immediate Response (RRAPIR) program: SB 84
authorizes a new fee to be imposed on owners of the 25 most hazardous material commodities
at the time thal hazardous material is.transported by loaded rail car in California. This bill
creates the Regional Railroad Accident Preparedness and Immediate Response Fund.

e The Cigarelie and Tobacco Licensing Program: ABx2-11 revises the Cigaretle & Tobacco
Products Licensing Act (Licensing Act) to change a retailer's license fee from a $100 one-time
fee {o a $265 annual fee, eliminates the $100 reinstatement fee for retailers, and increases the
distributor/wholesaler annual license fee from $1,000 to $1,200. SBx2-5 requires the BOE to
license retall sellers of "tobacco products” {as defined under Business and Professions Code
Section 22950.5) not subject to the tax imposed by the Cigarette and Tobacco Products Tax
Law (CTPTL). This bill adds to the definition of “tobacco products” (for licensing purposes)
nicotine products; any electronic smoking or vaping device that delivers nicotine or other
vaporized liquids, including, but not limited to, an electronic cigarette, cigar, pipe, or hookah;
and any component, part, accessory of a tobacco product, whether or not sold separately. This
bifl also requires the BOE to suspend or revoke a retaller’s Licensing Acl license and impose a
$250 civil penalty for furnishing a “lobacco product” to a person who is under 21 years of age.

Regiconal Railroad Accident Preparedness and Immediate Response (RRAPIR) program

The purpose of the new RRAPIR fee program is to provide funding for regional and onsite response
capabilities in the event of a large-scale hazardous materials release from a train accident. in 2014, the
California Legislature improved public disclosure of raii transport by enacting legislation in 2014
requiring railroads 1o inform the Office of Emergency Services (OES) about the type of oil or crude
product delivered by rail, including data for the 25 largest hazardous material commodities {ransported
through California. The new RRAPIR fee program is the latest expansion of oversight and regulation by
the California Legislature to address rail transport of hazardous materials.

SB 84 authorizes a new fee to be imposed on a person owning any of tha 25 moslt hazardous material
comimodilies, as identified in regulations adopted by the OES, contained in or on a rail car transported
by rail in California. The bili requires the Oifice of Emergency Services (OES) Direclor to eslablish a fee
schedule based on each loaded rail car. SB 84 requires the fee to be imposed within six months of the
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Analysis of Problem

QES establishing a fee schedule. The OES’s regulations were adopted and became effective on June
20, 2016, and set a fee rate of $45 per rail car. The coliection of the fee is scheduled to begin
November 13, 2016, based on direction from OES. The fee is assessed on the number of loaded
hazardous material rail cars transported within California. If the loaded rail car enters California from
outside California, the fee is imposed at the time the loaded rail car enters the state of California. If the
rail car is loaded within California, the fee is imposed at the time the hazardous material is loaded into
or onto the rail car within California for transport in or through California. The person operating the train
containing the rall car for transport into or within California is required to collect the fee from the owner
of the hazardous material. The bill authorizes the Director of the OES to consider adjusting the fee not
less frequently than every three years. The bili authorizes a railroad to collect up to five percent of the
fee collected to offset the administrative cost of collecling the fee. The bill also gives authority to the
Director of the OES to authorize payment of a portion, but not the entire amount, of the fee owed
through contributions in kind of equipment, materials or services. The Director of the OES may grant
exemptions from the fee shipments of hazardous malerials thal meet certain criteria. There is a
rebuttable presumption that the shipper, consignor, or consignee of the hazardous material is the owner
of the hazardous material.

The BOE is mandated to administer and collect the new fee in accordance with the Fee Collection
Procedures Law (Part 30 commencing with Section 55001, Division 2 of the Revenue and Taxation
Code). Under the provisions of SB 84, railroad operators that transport hazardous material by rail car
are required to register with the BOE and collect the fee from the owner of the hazardous materials, as
applicable. Any fees collected by the railroad operalor from the hazardous material owner are to be
paid fo the BOE with the quarterly fee return, as prescribed by the BOE. The BOE would handle and
decide all petitions for redetermination and claiims for refund, except those based on the premise that
the contents of the rail car is or is not a hazardous material. The BOE is required to forward such
petitions or refund claims to the Director of the OES for handling. The BOE is required to notify the
Director of the OES if the amount of fees collected reaches the maximum fund amount specified for
each calendar year and will need to have the capability of reducing the fee to $0 per rail car for a period
of time if maximums are reached. The OES and the BOE will work cooperatively in handling matters
concerning payment or refund of the fee through confribution in kind, the OES fee exemptions and
adjustments, and the owner's rebuttable presumption.

The BOE entered into an Interagency Agreement (1A) with the OES lo establish and implement a fee
collection program to collect the new Regional Rallroad Accident Preparedness and Immediate
Response (RRAPIR) fee on behalf of the OES. In the IA, the OES agreed to provide the BOE $821,000
for costs to establish and implement the new fee collection program through September 30, 2016.
BOE’s implementation costs included: (1) one-time contract programming rescurces and data center
services necessary to add a new fee program lto the BOE's integrated Revenue Information System
(IRIS) and Automated Collection System; and (2) funding for BOE positions and operating expenses for
work involved in the implementation of the RRAPIR fee collection program. In addition, the BOE was
approved to receive $475,000 for fiscal year 2016-17 and $278,000 for fiscal year 2017-18 to conduct
registration processes, generate billings, coliect on accounts, respond to feepayer questions, process
returns, generate reports, produce schedules and payments, process interest and penalty relief
requests, review overpayments and issue refunds, administer the program’s policies, procedures, and
processes for all special taxes branches, maintain systems, conduct reconciliations, report on the new
fund, produce interim statements, and prepare speacial reports.

In addition, the bill creates the Regional Railroad Accident Preparedness and Immediate Response
Fund (Fund). Revenues collecled, less refunds and expense reimbursement to the BOE, are lo be
deposited into the Fund. The Fund will repay any moneys loaned to pay OES implementalion costs.
Upon appropriation by the Legislature, mornies in the Fund will be used to plan, develop, create,
acquire, support, and maintain emergency response capabilities to prepare for, and respond {o, rail car
accidents involving large-scale hazardous materials releases.
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Cigarette and Tobacco Products Licensing Program

The BOE must begin to implement these bills in fiscal year 2016-17. However, the BOE's 2016-17
budget does not include funding to implement these bills. Consequently, the BOE requires an adequate
appropriation to cover administrative implementation costs which include identifying, notifying, andfor
registering newl/existing licensees, rewriting and testing computer programs including the online
registration and renewal systems, developing and disiributing notices, developing frequently asked
questions, revising applications, forms, publications, updating the public websile, and answering
questions from the public. This initial workload requires additional special funds. This request is for one-
time and ongoing resources to implement and maintain the new license requirements and be in
compliance with the naw legisiation,

Cigarette and Tobacco Products Licensing Act of 2003

In 2003, Assembly Bill 71 (J. Horton, Ch, 890) enacted the Cigarelte and Tobacco Products Licensing
Act of 2003 (Licensing Act), which established a statewide licensure program administered by the BOE
to help stem the tide of untaxed distributions and illegal sales of cigareltes and tobacco products, The
Licensing Act requires the BOE fo administer a stalewide program to license cigaretie and tobacco
products manufacturers, importers, distributors, wholesalers, and retailers.

Business and Professions Code (BPC) Section 22972 requires a retfailer to have a license to sell
cigarettes and tobacco preducts in this state, BPC Section 22872 furlher requires a retailer to oblain a
separate license for each retail location that sells cigareltes and tobacco products. Similar license
requirements are imposed on distributors and wholesalers under BPC Section 22977, Currently, the
BOE licenses approximatety 34,000 refailers and almost 900 distributors and wholesalers to engage in
the sale of cigareltes and tobacco products in California.

BPC Section 22973 requires a one-time $100 license fee to be paid with each retailer license
application. A retailer must obtain a separate license (and pay $100) for each retail location, but may
submit one application for those licenses. A retailer must annually renew their license, but no fee is
charged.

BPC Section 22977.1 requires distributors and wholesalers lo pay a $1,000 fee with each license
application or renewal application submitted, as required under Seclion 22977. A license is also
required for each location.

BPC Section 22971 defines “tobacco products” {o have the same meaning as defined under the
CTPTL.

The Stop Tobacco Access lo Kids (STAKE) Act established a statewide enforcement program to take
action against businesses that iliegally sell tobacco to minors. Upon notification by the California
Department of Public Health (CDPH) for certain STAKE Act violations, BPC Section 220958 requires the
BOE tc suspend or reveke a refailer’s Licensing Act license upon a civil penalty assessment for a third,
fourth, or fifth violation of sales to minors.

In 2012, Assembly Bill 1301 (Hill, Ch. 335) amended the STAKE and Licensing Acts o require the BOE
to suspend or revoke a retaller license for certain cigarelte and lobacco products sales (o minors
violations.

As AB 71 was drafted and made its way through the Legislature, because of a lack of retailer renswal
fees, it was suspected that the licensure fees would not permanently sustain the cost of the Licensing
Act program. Since the Licensing Act enforces the CTPTL and directly benefits the funds established
pursuant to that program, the remainder of the funding for the Licensing Act would eventually shift to
the cigaretle and tobacco products tax funds: General Fund, Breast Cancer Fund, Cigarette and
Tobacco Products Surtax Fund {Prop. 99) and California Children and Families Trust Fund (Prop. 10).
However, there was concern aboul the Licensing Acl program and the impact it would have on the
cigaretie and tobacco products tax funds if the Licensing Act expenses were greater than the revenues
generated. To address this concern, a sunset date of January 1, 2010, was incorporated inlo the
Licensing Act to make sure the Licensing Act would not harm the cigaretie and tobacco products tax
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funds. Furthermore, AB 71 included uncodified language to clarify that all revenues and expenses
generated by the Licensing Act are to be allocated in the same manner as those revenues and
expenses are allocated under the Cigarelle and Tobacco Products Tax Law to make sure no one
cigaretie and tobacco product fund benefited or was burdened when the funding shift took place. In
2008, Assembly Bill 1749 (J. Horton, Ch. 501} repealed the sunsel date for the Licensing Act due to the
amount of additional excise tax revenues generated.

New Law Changes {Assembly Billx2-11 and Senate Billx2-5)
Assembly Bill (AB)x2-11

ABx2-11 imposes the following license fee increases and changes:

Retailers
= Application Fee par-location increases from a one-time fee of $100 to an annual fee of $265
and the $100 reinstatement fee was sliminated, effective June 9, 2016.
e New Annual Renewal Fee per-location increases from $0 to $265 with each renewal
application, effective January 1, 2017.

Wholesalers/Distributors
o Application Fee per-location increases from $1,000 to $1,200, effective June 9, 2016.
e Annual Renewal Fee per-location increases from $1,000 to $1,200 with each renewal
application, effective January 1, 2017.

Senate Bill (5B)x2-5

Effective June 9, 2018, SBx2-5 amends BPC Section 22950.5 within the STAKE Act to define "tobacco
product” to mean any of the following:

» A product containing, made, or derived from tobacco or nicotine that is intended for human
consumption, whether smoked, heated, chewed, absorbed, dissolved, inhaled, snorted,
sniffed, or ingested by any other means, including, but not limited to, cigaretles, cigars, litlle
cigars, chewing tobacco, pipe tobacco, or snulf.

« An electronic device thal delivers nicoline or other vaporized liquids to the person inhaling
from the device, including, but not limited to, an electronic cigarette, cigar, pipe, or hookah.

s Any component, parl, or accessory of a tobacco product, whether or not sold separately.

SBx2-5 hill creates a "tobacco product” definition within the STAKE Act and Licensing Act, which
includes electronic delivery devices and component parts. This bill does not amend the “tobacco
products” definition within the CTPTL. Accordingly, this bill does not impose the cigarette and tobacco
products tax upon a tohacco product as defined pursuant to this bill's BPC Section 22950.5 (electronic
delivery devices and component parts). The cigarette and {obacco preducts fax conlinues to apply to
“tobacco products” as defined in Revenue and Taxation Code Sections 30121 and 30131.1.

Beginning January 1, 2017, retailers of STAKE Act-defined tobacco products that are not subject te a
tax imposed by the CTPTL are required to obtain and maintain a valid retailer license from the BOE in
order to engage in the retail sale of these products. This bill requires the BOE to identify, notify, and
register sellers of lobacco products as defined in the STAKE Act for a license. Currently, the Licensing
Act requirements only apply to cigarettes and tobacco products as defined in the CTPTL. Prior to this
bill, seliers of electronic delivery devices and component parts were not required fo register and
maintain a license to sell these types of tobacco products, This bill requires these sellers to register with
the BOE for a ficense and pay the initial license application fee to obtain a license and thereafter, pay a
yearly renewal fee to maintain a valid license for each business location. The license fees imposed
under this bill applies only to STAKE Act-defined tobacco preducts retailers nol already licensed to sell
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CTPTL defined-tobacco products. It is estimated that there are at least 1,100 vape shops that will be
required to register and obtain a license to sell STAKE Act-defined tobacco products.

This bill further complicates the licensing program due to the fact that the bill requires the BOE fo
license sellers of different products and requires retailers who are not already licensed to sell CTPTL-
defined cigarettes and tobacco products to acquire and maintain a license to sell STAKE Act-defined
tobacco products. For example, beginning on or after January 1, 2017, a new relailer of STAKE Act-
defined tobacco products (i.e. e-cigarettes) would be required to apply for and pay $265 per location for
the initial application fee and pay $265 per location per year for the renewal fee to maintain a valid
license to sell STAKE Act-defined tobacco products. These sellers will have different compliance
requirements since STAKE Act-defined tobacco product retail sellers are not required to purchase
STAKE Act-defined tobacco products from licensed cigarette and fobacco product distributors and
wholesalers. Tracking the type of product sold by the retailer wili be something new for the licensing
program.

In a different scenario, if a retailer, who is already licensed with the BOE to sell CTPTL-defined
cigarette and tobacco products and holds a valid license, decides to sell STAKE Act-defined tobacco
products, the retailer is nol required to obtain a separate license to sell STAKE Act-defined tobacco
products as long as the retailer has and maintains a valid CTPTL-defined cigarelte and tobacco
products license. The bill allows this retailer to sell STAKE Act-defined tobacco products under their
existing CTPTL-defined cigarette and tobacco products license. This retailer is required to pay $265 per
location per year o renew their license. In effect, this bill requires the BOE to administer additional
requirements, process additional license fee payments for renewals and register and issue licenses for
retailers who only sell STAKE Act-defined tobacco products. This will require extensive identification,
planning, programming, and oufreach to inform refailers of their new license requirements.

RESOQURCE HISTORY
(Doflars in thousands)

PROGRAM BUDGET 201112 2012-13 2013-14 2014-15 2015-16
Authorized Expenditures 7,610 9,581 g,025 10,182 10,673
Actual Expenditures 7,765 8,490 9,604 9,848 10,373
Revenues 1,700 1,700 1,800 1,800 N/A
Authorized Positions 62.6 79.6 78.9 78.9 67.1"
Filled Positions 70.9 1 73.8 67.9 73.4 68.3
Vacancies N/A 5.8 11.0 5.0 0.0

C. State Level Considerations

The BOE collects taxes, fees, and surcharges that provide over 30 percent of the annual revenue for
the state government and essential funding for counties, cities, and special taxing districts. In FY 2014-
15, the BOE administered taxes and fees that produced $60.5 billion for education, public safety,
transportation, housing, health services, social services, and natural resource management. The BOE
administers the state's sales and use, fuel, alcohol, lobacco, and other taxes, and collects fees that
fund specific programs. More than one million businesses are registered with the agency.

This request is consistent with the BOE's mission to serve the public through fair, effective, and efficient
tax administration. This request is consistent with, and supports, the BOE's strategic plan by
maximizing voluntary compliance, enhancing operational effectiveness and investing in the
 organization. This proposal is consistent with BOE’s mission lo serve the public through fair, effective,

! Before 2015-16, Administration positions were included in programs positions. Beginning in 2015-16, Administration
positions are listed as a separate line in the Governor's budget.
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and efficient tax administration. Specifically this proposal addresses Goal 1. Maximize Voluntary
Compliance by providing the tools, information, and customer service necessary to help taxpayers
understand and fulfil their tax and fee obligations.

D, Justification

The BOE requesls one-time and ongoing funding to address additional workload that cannot be met
with existing resources. To fully implement the Regional Railroad Accident Preparedness and
Immediate Response (RRAPIR) program, the BOE requests ongoing resources (o conduct audits,
issue billings, process refunds, handle appeals, and provide program administration/support for the new
fee program and be in compliance with the new legislation. The Cigarette and Tobacco Products
licensing program requires greater resources {o implement and maintain the new license requirements.

The BOE wili redirect existing vacancies, but requires the following additional funding resources to do
S0:

e To fully implement the provisions of SB 84 in the RRAPIR program, the BOE requests $34,000 in
FY 2017-18, $139,000 in FY 2018-19, $213,000 in FY 2019-20 and ongoing.

e To administer the new requirements pertaining to the Cigarelte and Tobacco Licensing Program,
the BOE requests $313,000 in FY 2016-17, $303,000 in FY 2017-18, $287,000 in FY 2018-19,
and $284,000 in FY 2019-20 and ongoing.

Regional Railroad Accident Preparedness and Immediate Response (RRAPIR} program

SB 84 creates a new and complex fee program with new workloads for which the BOE requires special
funds. The BOE is mandated to administer and coliect the new fee from an estimated approximately ten
railroad operators who will need to register with the BOE. The BOE will also collect the RRAPIR fee
from owners of hazardous materials, and remit fee amounts collected to the BOE.

The new RRAPIR fee program wili create new audit, billings, refunds, and appeals workloads, and the
other administrative functions. The BOE requests permanent special funds to fully implement and
maintain this new fee program. The following outlines the various areas that will be impacted along with
an explanation of the efforis that are needed to fully implement the new fee program. Without the
requested resources, the BOE will not be able to audit, issue billings, process refunds, and handle
appeals and will not be in compliance with the new legislation, resulting in delays or losses of revenue
to the slale starting in fiscal year 2017-18 and ongoing.

Audits

The audit component is vital to the effective administration of the new program. The BOE will verify and
audit the accounts required to be registered and ensure the correct amount of fee is collected and
remitted to the BOE. It is anticipated the volume and complexity of the books and records will require
greater level of audit knowledge and expertise.

Appeals and Refunds

The BOE will handle all petitions and claims for refund involving the fee assessment except those
based on the premise thal the content of the rail car is or is not a hazardous material. The OES will
handle petitions and refund claims that are based on the premise that the content of the rail car is or is
not a hazardous material. The BOE is required to forward such petitions and refund claims fo the
Diractor of the OES for handling. The BOE will need to develop procedures to track those appeals and
claims that are forwarded to the OES and to document the outcome of those petitions and claims for
refund. The OLS will advise the BOE of its decision and final cutcome of such petilions and refund
claims. The BOL stafi will be responsible for processing and issuing a statement of account,
redetermination, or refund notice resulting from the final outcome of these petitions and refund claims
involving the fee assessment. Acknowledging, tracking, verifying, and processing petitions and claims
for refunds, allending appeals conferences, and issuing any redetermination, refund or statement of
account notices will result in additional workload for staff, Without the additional resources, petitions,
appeals, and refunds may be delayed resulting in higher interesi payments [o feepayers.
Page 7. of 28
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Other Administrative Functions

As with any new tax or fea program, the BOE anticipates that RRAFIR feepayers will need technical
assistance regarding the application of the new fee on various fransactions, implementation of fee rate
adjustmenis/program changes, updates of program informational materials, program fund caps wilt
need to be monitored, liaison activities with OES, and coordinate the exchange of information with
OES. The OES may adjust the fee rate not less frequently than every three years based on information
received from the raifroads and the fund balance. The BOE will be required to provide notification of fee
rate changes and post the new fee rate. The BOE will frack revenues to the new fund, prepare new
fund reports, notify OES when the fund maximum is reached and adjust the program accordingly per
OES's direction, and prepare additional reporis as necessary.

The Fee Coliection Procedures Law provides for the BOE's authority to adopt regulalions related o
administration and enforcement. The BOE is provided with the authority to prescribe, adopt, and
enforce regulations or emergency regulations, as needed, relating to the administration and
enforcement of SB 84,

The requested resources will allow the BOE {o fully implement this new fee program as well as continue
to provide high quality service to tax and feepayers while protecting the Special Fund revenues. The
BOE is requesting resources for auditing taxpayer books and records to ensure proper reporting and
compliance with tax and fee laws. The Appeals and Dala Analysis Branch is responsible for handling
the petitions for redetermination, processing related refund/audit workload, and providing expert audit
and computer program guidance for extracting and analyzing feepayer data records associated with the
RRAPIR fee. The Business Taxes Specialist [ -will verify and audit feepayer accounts. The BOE will
ensure the correct amount of fees is collected limely and properly and funds are allocated timely and
appropriately.  The BOE will provide continuous program needs for future and ongoing system
maintenance changes. The lack of funding would severely impact current and future revenue and
revenue generating activities.

Without the requested resources, the BOE will not be able to conduct audits, issue billings, process
refunds, and handle appeals for the new program and will not be in compliance with the new legislation.
The BOE is requesting permanent special funds required for this new workload.

Cigaretie and Tobacco Products Licensing program

ABx2-11 and SBx2-5 create new and complex ficense fee requiremenis. The BOE is mandated to
collect the new and increased license fees and administer the new license requirements. The new
license and renewal requirements will impact both new and existing licensees differently, and will
require licensure for a new segment of the cigarette and tobacco products industry-retailers of STAKE
Act-defined tobacco products (i.e. e-cigarelle retailers). Resources are needed to administer and be in
compliance with the new legislation. The new legislation creates new and additional workload that
requires additional special funds and cannot be deferred by the BOE. Diverting other resources from
the current licensing program would adversely impact the timely issuance of licenses and processing of
funds.

In effect, ABx2-11 increases workload to handle numerous new license and license renewal fee
payments that will be paid on an annual basis and received throughout the year. Based on current
licensing registration data as of June 30, 2016, there are approximately 34,000 retailers who will be
required to pay an annual license renewal fee upon renewatl of their license. Prior fo this bili, relailers
were nol required o pay any fee amount to renew their relailer license. The change in ownership of
retailers is estimated at approximately 20 percent per year. Approximately 527 distributors and 365
wholesalers will be required 1o pay an increased annual license renewal fee upon renewal of their
license. In addition, any new retailer, wholesaler, or distributor applicant will be required (o pay the new
increased license application fee.

SBx2-5 has the largest impacl (estimated minimum 1,100 vape shops) that requires a license for
retailers who sell STAKE Act-defined tobacco products (i.e. e-cigarettes). The number of vape shops is
based on an estimate from industry and was validated with the BOE's current sales and use tax
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registration data. SBx2-56 requires the BOE (o license and impose an application and annual renewal
fee for retail sellers of STAKE Act-defined tobacco products. The BOE will need to track the type of
product the retailer sells for inspection and tax reporting purposes since there will now be different
requirements for licensees depending on the preduct sold. It is imporiant to note that some licensees
may have locations that only carry CTPTL-defined cigareties and tobacco products and other locations
that carry both CTPTL-defined cigarettes and {obacco products and STAKE Act-defined tobacco
praducts adding complexity for staff, systems, and lcensees. In addition fo the existing retailers who
will be required to pay a renewal fee, this new population of registrants, estimated at a minimum of
1,100 regisirants, adds additional workload to handle and process new license and renewal fee
payments.

Furthermore, this bill includes within the STAKE Act definition of a tobacco product any tobacce product
component, part, or accessory, whether or not sold separately. As a resuil, the bill not only requires
licensure for retailers of liquid nicotine, but also requires licensure for retailers of components, parts,
and accessories such as an aluminum sheli, sensor, smari chip microprocessor, atomizer, coils, tips, o-
rings, and vaporized mesh. Requiring licensure for relailers of individuat components, parls, and
accessories sold wilhout liguid nicotine complicales administration since all components, parts, and
accessories would need o be identified by the BOE to determine whether or not those parts are
necessary during the device's operation. This will require staff to utilize the BOE’s regulatory process.

The bill also requires the BOE to impose a civil penalty of $250 and suspend or revoke a retailer's
ticense for furnishing a “tobacco product” to a person under 21 years of age upon the third violation.

The new legislation will create new and additional workload that will impact all functions of license
administration including outreach, registration, renewals, payment processing and refunds, account
close outs, other administrative support, enforcement, appeals, and collections. Essential resources are
requesied to effectively implement, administer and be in compiiance with the new legislation. It is
anticipated that this new segment of the cigarette and tchacco products industry-retailers of STAKE
Act-defined tobacco products; as well as existing licensees, will need assistance when registering,
renewing, reinstating, making payments, updating their account information; and have questions
concerning the new legislation requirements. Without the requested resources, the BOE will not be able
to effectively implement and administer the new license requirements and be in compliance with the
new legislation.

Outreach

ABx2-11 imposes a new annual license renewal fee for approximately 34,000 retailers. who are
currently not required to pay a yearly renewal fee along with distributors and wholesalers who will see
their annual license fee increase. SBx2-5 requires a new group of business owners who sell STAKE
Act-defined tobacco products to obtain and maintain a license that was previously not required. These
new requirements create a need for significant education and outreach efforts to ensure compliance
and increase public awareness. To reduce “surprises” when licensees apply and/or renew their licenses
and ultimalely reduce staff ime spent on additional education, account resolution and license close-
outs, the following education and outreach efforts must be developed and impiemented to provide the
information and education necessary for iicensees to understand and comply with the new license
requirements:

= News Release, Spacial Nofice and erast

e  Webpage updales

¢ Frequently asked questions (FAQs)

e Newsletier and Tax Information Bulletin arlicles

¢ Publications, forms, letters, and renewal notices updales

¢ Video Online Seminars, Slide Shows, PowerPoint presentation {for staff training)

o Policy/procedure memos
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Analysis of Problem

= Regulatory process

Registration

The BOE utilizes an online web-based registration system. Business owners registering with the BOE
utilize the online regisiration system hy answering a series of questions about their business operations
to ensure they may receive all of the permits and licenses necessary for their business. The BOE will
need to administer the following changes to the online registration system:

¢ Updale the process, screens, velling questions, and help text for retailers, distributors, and
wholesalers.

e Update the retailer license application fee to $265 per location. The current retailer license
application fee is $100 per location.

o Update the distributor/wholesaler license application fee to $1,200 per location per year. The
current distributor/wholesaler license application fee is $1,000 per location per year.

The BOE anticipates new and additional workload in reviewing all applications for vape shops, program
advisory, assisting users on how lo access, log on and navigate the online registration system, and
resolving regisfration processing issues. Staff will handle new and additional registration questions
received by phone, email, or mail, etc. Additional workload is anticipated lo resolve online registration
processing issues which require staff {o manually work assignments. Stafi assignments are
automnatically created in the system whenever a licensee encounters a registration issue during online
registration. When a registration issue occurs, the licensee is not allowed to complete the online
application process until staif works the assignment {o resolve the issue and nolify the licensee.,

Renewals

The BOE also utilizes an online web-based renewal system for retailers, distributors, and wholesalers
to renew their license. Renewals occur throughout the year and are valid for 12 months from the date of
issuance. Prior to June 9, 2016, a retailer was required to pay a reinstatement fee of $100 per location
to reaclivate their retailer license that is nol renewed on time. As of June 9, 2016, this reinstatement fee
has been eliminated and will require system programming changes. Beginning January 1, 2017, every
retailer is required to pay the $265 renewai fee per location per year and if a retailer fails to renew their
retail license timely, the retailer is required to pay $265 in order to renew (i.e. reinstate) their expired
retailer license. Distributor and wholesaler licenses are valid for a calendar year. The BOE will need to
administer the following changes to the online renewal system:

¢ Update the license renewal fee for retailers to $265 per location per year. Currently, retailers are
not required to pay a license renewal fee each year and retailers renew all locations al the same
time each year.

¢« Remove the $100 reinstatement fee requirement for retailers.

« Update the license renewal fee amount for distributors and wholesalers to $1,200 per location
per year. The current license renewal fee for distributors and wholesalers is $1,000 per location
per year.

The BOE anticipates new and additional workload in program advisory, assisting users on how {o
access, log on and navigate the online renewal system, and resolving renewal processing issues. Slalff
will handle new and additional online renewal questions received by phone, email, or mail, efc.
Additional workioad is anticipated o resclve online renewal processing issues which require staff to
manually work assigniments. Staff assignmenis are automatically created in the system whenever a
licensee encounters a renewal issue during the online renewal process. When a renewal issue oceurs,
the licensee is not allowed to complete the online renewal process untit staff works the assignment o
resolve the issue and the licensee is notified.

Staff also reviews accounts prior {o renewal. If after an account is closed out 80 days or longer and the
ficensee altempts to renew their license, the system will automatically require staff to review the
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Analysis of Problem

account before the licensee can renew their license, Slaff also process accounts approved for paper
renewal. The BOE currently has 34 accounts approved for paper renewal. Licensees may also pay by
check and cashiers must process these paymenis timely.

Fayment Processing and Refunds

ABx2-11 imposes a new $265 annual license renewal fee for approximately 34,000 retailers who are
currently nol required to pay a yearly renewal fee along with distribttors and wholesalers who will see
their annual license fee increase. These changes will increase the number of payments received by the
BOE on an on-going basis and on a year round rolling cycle. The BOE anticipates new and additional
workload associated with program advisory, and assisting licensees on how fo access, log on and
navigate the electronic payment system. SBx2-5 adds a new group of retailers (sellers of STAKE Act-
defined tobacco products) whose initial license application and subsequent renewal payments will need
to be processed and directed to the correct fund. System programming changes are required to handle
and process these new payments upon registration and renewal. Stalf will be required to identify
payments; apply and unapply payments; handle dishonored payments, returned checks and
overpayments; and process refund for overpayments. Staff will be required to handle the additional
annual license renewal fee payments that were never required before.

Account Close-Outs

The BOE anticipates that some retailers will not renew their license timely by failing to pay the new
annual license fee and their accounts will be closed ouf since retailers never had to pay a fee amount at
renewal. This requires staff to manually work system generated assignments to resolve various
validation issues before staff can reactivate an account and notify each licensee o complete the
process. The BOE expects an increased accoun! maintenance workioad due to:

e Reviewing and updating account information for account close outs due to expired licenses,
failure to pay license fee or other issues {i.e. suspended corporation sfatus, suspended
franchise tax board status, etc.).

e Processing reaclivation of accounts.
e Processing renewal fees.

Other Administrative Support

While the ficense and renewal application process is online, the BOE expects {o see a significant
workioad increase outside of online renewals. The BOE expects an overall increase in phone calls and
email/mail inquiries from the public and new and existing licensees. The BOE will track revenues
associated with this new fee imposed on STAKE Act-defined tobacco products sellers and prepare
additional reports andfor modify existing reports as necessary. Support staif is needed to handle the
increased ongoing workload performing the following functions:

« Prepare, scan, and index all licensing support documentation (i.e. Articles of Incorporation,
registration information with other state/federal agencies, correspondence, enforcement
documentation such as revocations, suspensions, elc., and other licensee records).

o Perform program advisory services: respond to guestions regarding new license/fee
requirements, assist licensees with how {o access, tog on and navigate the online systems and
how to apply and/or renew their license.

Enforcement/Appeals/Collections

The BOE anticipales an increase in appeals for retailers as a result of increased citations issued for
operating without a license in the first couple of years due to the change from a one-time to an annual
license fee and an increase in license renewal fees under ABx2-11. SBx2-5 creates new types of
violations, suspension/revocation reasons, and civil penalties, including collections capabilities for the
new civil penalties. These changes will require sysiem programming modifications.

Page t1 of 28
IAUnIRBCPDF-46_Cover_Sheef_ August 2018.doc



Analysis of Problem

The BOE requires additional special funds necessary to handie the additional workload created by the
new legislation. Without the requested resources, the BOE will not be able to effectively implement and
administer the new license requirements and be in compliance with the new legislation and will
ultimately result in the delay or loss of revenue. The BOE cannol perform the duties required by this
new legislation without the additional special funds, as it would adversely impact existing resources and
other funds dedicaled to other mandated special tax and fee programs.

E. Ouitcomes and Accountability
The BOE will redirect positions to implement the new legislative mandates.
Regional Railroad Accident Preparedness and Immediate Response (RRAPIR) program

‘This proposal will allow the BOE to fully implement the program and collect the revenues due to the
State for the RRAPIR fee program purposes. The OES recently set the fee amount at $456 per rail car
and a revenue cap of $20 million for calendar years 2016 and 2017 and $10 million for calendar year
2018,

The fee is to be imposed on a person owning hazardous material at the time the hazardous maleriai is
transported by loaded rail car within six months of the OES Director establishing the fee rate and no
earlier than November 13, 2016, due to the BOE's other legislative mandates and agreement with the
OES.

Cigarette and Tobacco Products Licensing program

Total annual revenues are estimated to be about $11.7 million. This revenue eslimale does not account
for any further changes in economic activity that may or may not result from the new legisiation. The
BOE is required by statute fo prepare a report on the impact of these law changes.

F. Analysis of All Feasible Alternatives

Alternative 1 - Provide special funds to fully implement and administer the Regional Railroad
Accident Preparedness and lmmediate Response program and Cigarette and Tobacco Products
Licensing program,

Aliernative 1 requests the following for both programs:

o $313,000in FY 2016-17.

e $337,000in FY 2017-18 and 1.2 positions.

o $426,000 in FY 2018-19 and 1.4 positions.

s $497,000 in FY 2019-20 and 2.2 positions and ongoing.

Pros:

s Provides permanent resources necessary to fully implement the new Regional Railroad
Accident Preparedness and Immediate Response fee program.

s Provides resources necessary to implemeni and administer the new cigareite and tobacco
products license requirements,

= Provides highest level of service to feepayersflicensees.

o Provides permanent funding for the protection of the Regional Railroad Accident Preparedness
and Immediate Response Fund by ensuring compliance with the law.

¢ Allows revenues intended to be collected for this new Regional Railroad Accident Preparedness
and immediate Response fee program to be realized.

s May allow the Licensing Aclt's program costs to be self-sustained by licensure fees rather than
shifting funds from the various cigareite and tobacco products tax funds currently making up the
difference.

s Legisiative mandales will be mel.
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Analysis of Problem

Cons:
¢ Requires a budget augmentation.
¢« Could place an additional burden on the cigarette and tobacco products tax funds to fund the
Licensing Act program costs.

Alternative 2 — Provide the following special funds for a two-year limited term for the Regional
Railroad Accident Preparedness and Immediate Response program and Cigarette and Tobacco
Products Licensing program,

Alternative 2 requestis:

Regional Railroad Accident Preparedness and Immediate Response program
e  $34,000in FY 2017-18.
e $139,000 and 0.3 positions in FY 2018-19.
s $213,000 and 1.1 positions in FY 2019-20 and ongoing.

Cigarette and Tobacco Products Licensing program
o  $313,000in FY 2016-17.
o $303,000 and 1.2 positions in FY 2017-18.
o $287,000 and 1.1 positions in FY 2018-19,
e $284,000 and 1.1 positions in FY 2019-20 and ongoing.

« Allows revenues intended to be collected for these fee programs to be temporarily realized,

e Temporarily addresses the continued need for additional resources to handle the associated
waorkioads. :

= Legislative mandates will be temporarily met.

e Does not require budget augmentation.

¢  Provides for limited-term solution to permanent ongoing workloads.

¢ Recruitment for limited-term positions is difficull. Results in frequent turnover, and makes
retaining trained and experienced staff a challenge.
Requires a temporary budget augmentation.
Without the requested resources, the BOE will either not be abte (o effectively and efficiently
implement and administer the new license requirements or will need to increase the costs to
implement and administer the licensing program and the Cigarette and Tobacco Products Tax
Funds wili be charged.
Legislative mandates may not fimely be met,
Further funding for the licensing program will continue to be drawn from the various cigarelte
and tobacco products tax funds. In FY 2013-14, the licensing program had costs of $9.6 million
while revenues generated from license fees were only $1.8 miliion, a difference of $7.8 million
for the year.

Alternative 3 - Do not provide the requested resources.

-Alternative 3 requests no new or continued resources. The BOE will not be able to fully implement and
administer the programs without the requested resources.
Pros:
= Does not require a budget augmentation.
Cons:

s Does not address the need for continued resources to handle the ongoing workload.

«  Withoul the requested resources, the BOE is unable to audii, handle appeals, issue billings and
refunds for the new Regional Railroad Accident Preparedness and Immediate Response fee
program.

e Without the requested resources, the BOE will either not be able fo effectively and efficiently
implement and administer the new license requirements or will need fo increase the costs o
implement and administer the licensing program and the Cigarette and Tebacco Products Tax
Funds will be charged.
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e [Further funding for the licensing program will continue {o be drawn from the various cigaretie
and tobacco products tax funds. In FY 2013-14, the licensing program had costs of $3.6 million
while revenues generated from license fees were only $1.8 million, a difference of $7.8 million

for the year.
Unrealized and/or delayed revenue.
Legisiative mandatss will not be mel.

Revenues will not be realized wiil not be realized by the state.

G. Implementation Plan

The following tables detail the implementation plans and ongoing resource activities of the new

legislation for each program.

Regional Railroad Accident Preparedness and Immediate Response program

Activity

Date {Approximate)

Hire and train appeal and refund auditor,

july 2017

Handle appeals, billings, and refunds related o the RRAPIR.

July 2017 and ongoing

Continue cooperative liaison activities with OES.

July 2017 and ongoing

according to OES direction (i.e. suspend, elc.).

Notify O&S of maximum fund balance reached and adjust program [October 2017 and ongoing

Respond {o technical guestions regarding the RRAPIR fee.

July 2017 and ongoing

Exchange information with the OES as needed.

July 2017 and ongeing

Prepare reports as necessary.

October 2017 and ongoing

near maximum specified for the calendar year,

Track RRAPIR fee revenues and notify the OES when revenues

October 2017 and ongoing

Handle potential rate adjustments and issue feepayer notifications. {October 2017 and ongoing

Perform audits of registered feepayers.

April 2019 and ongoing

Cigarette and Tobacco Products Licensing program

The BOE anticipates implementation for new CTPTL-defined cigarette and iobacco products license
regisfrations for retailers, wholesalers and distributors to be June 9, 2016, and implementation for
license renewal requirements and the STAKE Act-defined tobacco product license regisirations for
retailers to be as early as October 2016 or as late as December 2016. These dates may be subject o
change as any delay in implementation can impact the entire schedule.

Activity

Date (Approximate)

Respond o guestions and inquiriss.

May 4, 2016 and ongoing

Design, program, and test application system.

June 2016 and ongoing

Design, program, and {est renewal system.

June 2016 and ongoing

Design, program, and test IRIS payment processing,
appeals, delinguency systems.

June 2016 and ongoing

Identify and provide outreach to taxpayers and staff.

June 2016 and ongoing

Implementation.

June 9, 2016 and January 1, 2017

New license fees for CTPTL-defined cigaretie and tobacco
products license registrations.

Junae 9, 2016

License renewals and STAKE Act-defined tobacco products
license regisfrations.

January 1, 2017

Regulatory Process.

January 1, 2017 to December 31, 2017

Handle appeals.

January 2017 and ongoing

Handle inspections, registrations, renewals, account
reactivations, and compliance.

January 2017 and ongoing

Report to legislature on adequacy of funding.

January 1, 2019
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H. Supplemental Information

None.

I, Recommendation

The BOE recommends Alternative 1 - Provide the requested funding for redirected positions for each
special program to aliow BOE to fully implement and administer new requirements in the RRAPIR and
cigarette and tobacco licensing programs. Approval of this request will allow the BOE to ensure
legislative mandates are met, address ongoing increased workload needs, and provide high quality
customer service to licensees and feepayers. Consequences of denial include unrealized and/or
delayed revenue as well as insufficient resources to effectively administer programs and implement
new reguirements on a timely basis,

The BOE requests the foliowing special funds for each program;
Regional Railroad Accident Preparedness and Iimmediate Response program
s $34,000in FY 2017-18
e $138,000in FY 2018-19 and
o  $213,000 in FY 2019-20 and ongoing.
Cigarette and Tobacco Products Licensing program
¢« $313,000in FY 2016-17
e $303,000 in FY 2017-18
e $287,000in FY 2018-19 and
o $284,000 FY 2019-20 and ongoing.
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Workload Detail for Regional Railroad Accident Preparedness and Immediate Response program
and Cigarette and Tobacco Products Licensing program.

REGIONAL RAILROAD ACCIDENT PREPAREDNESS AND IMMEDIATE RESPONSE PROGRAM

Audit Examination Branch (AEB) and Appeals and Data Analysis Branch (ADAB)

The AEB performs audit selection, conducts field/desk audits, and performs audit review for the Special
Taxes and Fees (STF) programs. The AEB is responsible for educating taxpayers on proper reporting lo
ensure compliance with tax and fee laws.

The Appeals Section of the ADAB is responsible for evaluating refund and appeals, recommending
resolution to relief from penalty and interest requests, process refund/audit billings, and attending appeals
conferences and board hearings for the STF programs. The Data Analysis Section of the ADAB is
responsible for analyzing complex compuler audit systems for the STF taxpayers and feepayers. Computer
Audit Specialist {CAS) staff provide guidance to BOE’s audit program and are subject maller experts on
various computer programs (ACL, SQL, IDEA, VEDIT, Monarch, etc.) for extracting and analyzing feepayer
accounting data.

A combined one (1.0) permanent position is being requésted due to the fact that it is impractical to perform
field audits and Computer Audit Specialist (CAS) work during overtime hours since staff must work during a
feepayer’s normal business hours.

Business Taxes Specialist{ (BTS |} ~ 0.7 Permanent Position {start date 04/01/19) (Redirection)

Due to the anticipated size and complexity of the books and records maintained by the rail companies, the
audit field work will need to be conducted by senior field audit staff to properly administer the audit
component for the new fee program. The BTS | position is vital to the effective administration of the
program in verifying and auditing the accounts required to be registered and to collect and remit the fee to
the BOE. The BTS | will perform field audits of the most complex nature and, given the level of audit
assignments for this position, will require a greater field audit knowledge level than those of an Associate
Tax Auditor or Tax Auditor. 1t is estimated that there will be at most ten railroad companies registered for
the fee program. The estimated average audit howrs for a large railroad company is 600 hours. Using an
estimate of 1,200 direct field hours, the BTS | will be expected to complete approximalely iwo audits
annually. A 0.7 BTS | position is being requested due to the fact that it is impractical to perform field audits
during overtime hours since staff must work during a feepayer’s normal business hours. Collection of the
fee is expected to begin November 13, 2016. The BTS | will start April 1, 2019, which allows time for
training, audit plan development, and reviewing any OES information avaifable prior to auditing. The 8BTS |
will utilize quarterly data provided by OES to validate reporting beginning with the first return being due
January 31, 2017.

Business Taxes Specialist | (BTS ) - 0.3 Permanent Position (start date 07/01/17) (Redirection)
ADAB will handle the petition for redetermination and related refund workioad associated with the RRAPIR
fee. The Fee Collection Procedures Law requires the feepayer to submit a timeiy petition or claim for
refund to the BOE. If the grounds of the petition or claim for refund are found o be whether the content of
the tank car is or is not hazardous, ADAB will acknowledge and forward the petition or refund to OES. The
petitions and refunds that are forwarded to OES will eventually be returned to ADAB {o finalize and issue
the redetermination and refund notices. For the petitions and claims for refund where the grounds are other
than determining if the content is hazardous, ADAR is responsible for acknowledging, screening, analyzing,
and processing these cases from beginning to end. There are an estimated 10 railroad companies that
may be registered for the fea program, and il is expected that the railroad companies’ quarterty filings wil
be complex. Claims for refund or petitions filed will likewise be complex and time consuming {o analyze,
The BTS | will perform the detailed analysis on pelitions and refunds along with atlending appeals
conferences and the final review and billings of audits performed by the AEB. The BTS | position will also
perform the CAS workload associated with the field audit component of the new fee program. A CAS is
used on all audits where sophisticaied computerized accounting records are maintained and which involve
the examination of voluminous source documents electronically. Il is anticipated that ihe audits of the
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railroad companies will meet these criteria as each shipment involving a rail car will require examination. In
order to meet this added workload, a 0.3 permanent BTS 1 is required.

The BTS 1 will start July 1, 2017 to handle the complex petitions and related refund workload associated
with the audits. The BTS | is needed at July 1, 2017 since a refund claim could be submitted at any time
beginning with the first filing period. In addition, if a feepayer makes an in-kind contiibution, ADAB would be
reguired to process the refund accordingly. The workload detail estimates are based upon the BOE's
experience with other existing complex tax/fee programs.

Workload Detail
Classification: Time Measure On-going Activities
Business Taxes Speciaiist | (AEB/ADAB)
, Time Per [QOccurrences| Total
Activity ﬁﬂuf\/:,;nutes Occurrence | Per Year Hoturs
= Hours
Large (Class |) Railroad Audits H 600 2 1,200
Administralive Audit Reports, Research, etc. iH 8 12 96
Total BTS | (AEB) Hours 1,296
Total BTS | (AEB) Positions Requested {1,800 Hours/Position) 0.7
Audit Billing H 4 2 8
Refund Processing H 25 3 75
Petition Processing H 50 1 50
Computer Audit Specialist Workload ‘ H 100 2 200
Administrative Petition/Refund Reports, Research, H 8 24 192
gle.
Total BTS | (ADAB) Hours 525
Total BTS | (ADAB) Positions Reguested {1,800 Hours/Position) 0.3

Program Policy & Administration Branch (PPAB)

PPAB is responsible for policies, procedures, program processes and implementation of new programs
and legislation for STF. PPAB is also responsible for the following for all STF branches and programs:
review, track and implement new legislation; implement tax/fee rates; produce/frevise forms, publications,
and public and staff notices; manage internallexternal webpages; liaison with induslry and outside
agencies; manage the regulatory process for drafting new regulations; maintainftest information systems;
-budget, acquisition, expenditures and contracts; and prepares supplemental reports and other reports.

The PPAB is responsible for policies, procedures, program processes and implementation of new
programs and legislation for STF. The PPAB is also responsible for the following for all STF branches and
programs; review, track, and implement new legislation; implement tax/iee rates; produce/revise forms,
publications, and notices; manage internallexiernal webpages; liaison with industry and cutside agencies,
maintainftes! information systems,; budget, acquisition, expenditures and confracis. This new program
creates ongoing workload associated with highty complex program lead funclions, liaison activities with
OES, providing technical advice, responding to technical guestions regarding the fee, exchange of
information with OES, implementing fee rate adjustments/program changes and issuing feepayer
notification, maintaining program forms, publications, webpage, and FAQ updates, monitor mandated
program fund caps, and prepare reports that will be addressed with overtime requests totaling 513 hours
starting 07/01/17 and ongoing at the Business Taxes Specialist Il classification. The workload detail
estimates are based upon the BOE's experience with other exisiing complex tax/fee programs.
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Business Taxes Specialist It (BTS 1) - 513 hours ongoing overtime(start date 07/01/17})

Workload Detail

Classification: Business Taxes Specialist il (PPAB) Time Measure On-going Activities
Activity M=Minutes | Time Per | Qccurrences Total
H = Hours |Occurrence Per Year Hours
Agency Liaison (Technical Advisor, Program Lead) iH 6 9 54
Research and Technical Advice H 24 3 71

Taxpayer Qulreach (Special Notices, Newsletter 12 9 108
Articles, Forms, Publications, Webpages, FAQs, efc.)

H
Program/l.ead Support {Special Reports/Requests, H 50 4 -l 200
H

Correspondence, Rate Changes, elc.)
Prepare Wrillen Policies and Procedures 20 4 80
Total Overtime Hours Reguested 513

CIGARETTE AND TOBACCO PRODUCTS LICENSING PROGRAM

Compliance Branch - Collection and Registration

The Collections Section is responsible for collecting accounts receivables and providing advisory services
for all the STF programs. The Registration Section is responsible for performing registration and account
maintenance funclions; processing license renewals, reinstatements, and associaled license payments,
processing Licensing Act citations and appeals; processing security requirements; and program/phone
advisory services on all STF programs. ' .

Business Taxes Representative (BTR) - 1,100 hours overtime (start date 09/01/16)

The new legislation creates additional workload related to program advisory, registration and renewals,
reinstatements and payments, payment processing, account review and maintenance, and responding to
questions that will be addressed with overtime requests totaling 2,225 hours on a one-time basis stariing
September 1, 2016 and 1,200 hours on an ongoing basis starling January 1, 2017 and ongoing. The
workload defail estimates are based upon current program trends,

Workload Detail
Classification: Business Taxes Representative

{ABx2-11; Start 9/1/16; One-Time) Time Measure On-going Activities
{SBx2-5; Start 9/1/16,; One-Time)
Activity M=Minutes Time Per Occurrences Total
H = Hours | Cccurrence Per Year Hours
Program Advisory (ABx2-11) M 5 3,400 283
Program Advisory {SBx2-5) M 16 833 208
New Application Review (SBx2-5) M 20 1,100 367
Assist Applicants with Oniline Registration,
Renewal, and Payment System (ABx2-11) M 10 1,300 21
Assist Applicants with Online Regisiration, .
Renewag and Payment System (SBx2-5) M 80 50 %
Total Overtime Hours Reauested 1,400

Tax Technician U (TTI — 1,125 hours overtime (start date 68/01/16)
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Workioad Detail

ClassHication: Tax Technician |l
{ABx2-11; Starl 9/1/16; One-Time) Time Measure On-going Activities
(SBx2-5; Start ¢/1/16; One-Time}

Activity M=Minutes Time Per Occurrences Total

H = Hours | Occurrence Per Year Hours

Program Advisory (ABx2-11) M 5 3,400 283
Program Advisory (SBx2-5) M 8 3,400 453
Assist Applicants with Online Registiration,
Renewal, and Payment System (ABx2-11) M 10 1,300 217
Assist Applicants with Online Registration, -
Renewal, and Payment System (SBx2-5) M 20 515 172
Total Overtime Hours Requested 1,125

Tax Technician Il (TTH) ~1,200 hours ongoing overtime {start date 08/01/16)

Workload Detail
Classification: Tax Technician §l . . -
(ABx2-11: Starl 1/1/17; On-Going) Tiime Measure On-going Activities
Activity M=Minutes Time Per Qccurrences Total
H = Hours | Occurrence Per Year Hours
Program Advisory M 5 705 59
Account Maintehance M 5 528 44
Review Renewal M id 4,703 1,097
Total Overtime Hours Requested 1,200

Return Processing Branch

The Return Processing Branch is responsible for processing returns, reports, schedules and payments,
inferest and penalty relief requests; reviewing overpaymenis and issuing refunds; and providing customer
service for all of the STF programs. Support staff is responsible for processing and distributing mail,
answering and fransferring incoming calls, maintaining files and processing document requests for all STF
programs. The new legislation creates new workload for the Return Processing Branch related to outreach,
program advisory, responding fo licensee questions, and filing and scanning.

The new workioad in the Return Processing Branch will be addressed with 175 hours of overtime funds at
the Office Assistant (General) classification in the BOE Headquarters building, beginning July 1, 2016 and
ongoing. The Office Assistant (General) will be responsible for scanning and indexing all license support
documentation, which may include articles of incorporation, registration information with other state or
federal agencies, correspondence, enforcement documentation (revocalion, suspension, etc.}, and other
licensee records, The Office Assistant {(General) will also be responsible for receiving and routing
telephone calls received on the division's reception line and correspondence received. The workload detail
estimates are based upon current program trends.

Office Assistant (General) (OA) - 175 hours ongoing overtime {start date 07/01/16)

Workload Detail
Classification: Office Assislant (General) Tlme Measure On-going Activities
Activity M=Minutes Time Per Occurrences Total
H = Hours | Occurrence Per Year Hours
Routing Calls and Correspondence M 3 500 25
Prepare, Scan, and index Documents M 6 1,500 150
Total Overtime Hours Requested ' 175
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Frogram Policy & Administration Branch (PPAB)

The new legislation increases workload for PRPAB that wilt be addressed with 1,100 hours of overtime funds
beginning July 1, 2016 on a one-time basis at the Business Taxes Specialist 1l classification. During the
implementation phase of this new program, the BTS Il will be the lead o prepare, plan, coordinate, monitor,
test, implement the new legislation, which includes attending Joint Application Development (JAD)
meetings with the Technology Services Department and other program areas to identify and discuss
necessary programming changes; maodify all forms, letters, notices, publications, webpages; develop FAGs
and online registration and renewal information; draft and provide news releases, special notices/eBlast,
newsleller and tax information bulletin articles; prepare and develop new policy memeos, notices related to
STAKE Act-defined tobacco products; conduct industry research {o identify new program registrants;
develop staff training plan, malerials; provide training io siaff; prepare BCPs; provide verbal/wriften advice
to licensees and the public; provide overall technical advice; work with fegal staff on statule interpretations;
coordinate with [egislative staff on clean-up language. The BTS 1l will function as the technical expert and
advisor in tax policy and compliance matters; coordinate and monitor the regulatory process for the
identification and development of new regulations reguired to implement the new legislation; conduct
research on how ofher states handle e-cigarettes and component parts; and prepare analysis and formal
issue papers for business taxes commiltee meetings; liaison with industry and outside agencies; work with
interested parties; draft documents or legislation; perform program planning, administrative functions, and
other special reports/requests. The workload delail estimales are based upon current program trends.

Business Taxes Specialist I (BTS [} ~ 1,100 hours overtime (start date 07/01/16)

Workload Detail
Classification: Business Taxes Specialist Il (PPAB) Time Measure On-going Activities
Activity M=Minutes Time Per | Occurrences Total
H = Hours | Occurrence Per Year Hours
Attend Program & Joint Application Development .
(JAD) Meetings H 4 25 100
Agency Liaison (Technical Advisor, Program Lead) H 10 10 100
Research and Technical Advice H 40 2 80
Taxpayer Outreach (Special Notices, Newslelier o 19 15 180
Articles, Forms, Publicalions, Webpage, FAQs, elc.) -
Program/tead Support (Special Reports/Requests, H 70 4 280
Correspondence, elc.)
Prepare Written Policies and Procedures H 40 4 160
Condupt Research, Draft Regulations, Prepare H 200 y 200
Analysis and Formal Issue Papers
Totat Overtime Hours Requested 1,100

investigations Section

As mandated under SBx2-5, Electronic Cigareties, the BOE will be required to license retail sellers of
STAKE Act-defined tobacco products (eCigs) under the Cigarelte and Tobacco Licensing Act and assess
an annual license fee. There are approximately 35,000 cigarelle and tobacco relailers currently licensed
under the Cigaretle and Tobacco Licensing Act. Additionally, there are approximately 1,100 "vape shops”
that primarily sell eCigs that will need to be licensed. The Investigations Division (ID) will be responsible
for the licensing enforcement provisions of the bill. The workload described herein is based on license
verification and compliance activities for the estimated 1,100 vape shops.

Below is the position requested and details of projected workioad.

Business Taxes Specialist | {inspector} — 1.0 Permanent Position {Start Date 7/1/17) (Redirection)
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The Inspectors are responsible for conducting inspeclions of electronic cigaretie relailers for compliance
with the eCig licensing requirements administered by the BOE. Prior to conducting the field inspection,
they conduct investigative background checks using IRIS, the Investigations Tracking System, and other
background research {ools necessary {o asceriain {rue ownership, gather account activity details, and
avoid compromising an active criminal investigation.

During routine inspections, inspectors will document field observations and taxpayer statements regarding
potential criminal tax evasion aclivities, provide taxpayers writlen information and advice regarding
compliance with the lax laws, and prepare detailed license inspection and citation reports. Inspections may
result in administrative seizures of products, issuance of a civil or criminal citation, collection and evaluation
of evidence, working with District Attorneys on misdemeanor prosecutions, and testifying in civil and
criminal proceedings. These positions require Limited Peace Officer status.

Workload information is based on the inspections of approximately 1,100 "vape shops” selling elecironic
cigarettes. On average, an inspection team completes 250 inspections per year. Inspectors work in {eams
of two for safety reasons. The Investigation Division is absorbing part of the workload by providing a
second inspector for the team as well as verifying licenses at cigarette and tobacco retailers. The vape
shops would be inspecled about once every four vears (similar to cigarelte and tobacco retailers).
Although only one Business Taxes Specialist | (inspector) position is being requested, overtime hours will
aiso be requested to address this worklead and any follow-up activities, such as seizures resulling from
unlicensed, suspended or revoked accounis.

Workioad Detail
Classification: Business Taxes Specialist | Time Measure On-going Activities
Activity M=Minutes [ Time Per |Occurrences| Total
H = Hours | Occurrence Per Year Hours
Conduct Inspections H 5.8 250 1,450
Re-inspection of Businesses found without Licenses H 5.8 25 145
Complaints — Preliminary Investigation H 3 30 90
LPO Training/Continuing Education H 40 3 120
Post Inspection Activily (Report/Receipt of seizures H 4 25 100
resulting from unlicensed, suspended or revoked
accounts)
Total hours 1,905
Total 1 Positions Requested {1,800 Hours/Position) 1,800

Administrative Costs
In addition to the personnel resources identified above, the Investigations and Special Operations Division
(1ISOD) is anticipating the need of the following estimated resowrces:

s Travel
Total: $36,400 (annual ongoing cost)
(Average of 26 weeks of annual in-state travel)

¢ Qvertime for the BTS [ (Inspectors)
Total: $5,600 (annual ongoing cost)

s Equipment:
Inspector Special Equip.: $6,290 (one time cost). Cell phone included.

s LPO Training ~ Limited Peace Officer Training
Total: $1,600 (annual ongoing cost)

If we are not able to obtain these resources, a portion of the inspections {vape shops) would not be
completed. Thus, the BOE would not be applying the new provision in a fair and uniform manner,
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Technology Services Department (TSD)

TSD is responsible for the computer systems and technology mfrastruuture that support the BOE’s over 30
tax, adminisirative, revenue accounting and reporting programs for approximately 5,000 employees in
California and three out-of-state offices. ABx2-11 and SBx2-5 create additional workload for TSD which
includes designing, programming and testing changes to the online application and renewal systems and
the IRIS payment processing, appeals, and delinquency systems.

The BOE utilizes a cost estimation model where the application or system madification and complexities
are identified by all impacted TSD programming, tesling, and project support units based on the
requirements of the proposal. TSD’s methodolagy for estimating resources considers the total project hours
and the resources available based on resource allocations in BOf:'s Information Technology (IT)
governance project portfolio.

In order to comply with this legislative mandate, and ensure project success TSD requires an augmentation
of $75,000 in fiscal year (FY) 2016-17. The contract resources are required to meet the project timeframe
for ABx2-11 and SBx2-5. TSD does not have sufficient internal resources available to perform the work
due to the current workload consisting of legislation/mandates, special/strategic/program area requests and
anticipated workload for multiple new laws to be implemented on January 1, 2017.

System testing will require additional coniracting resources to meel the accelerated project timeframe as
current staff is currently at capacity working on high priority efforts and supporting the existing system.The
contractors’ responsibilities will inciude documeritation construction, test execution and stabilization testing.

Tax Revenue Branch {TRB}

The Tax Revenue Branch is respon%lble for processing returns, schedules and correctly applying
payments. This process is compleled by Key Data Operators who quickly and efficiently key all the
necessary information into IRIS for the specific program. Office Technician Cashiers staff assures that the
check payments are scanned and deposited correclly to the State Treasurers Office daily. An Office
Assistant (General) staff is responsible for opening and processing the new incoming mail associated with
this program. The Office Assistant (General) will be responsible for scanning and indexing all license
support documentation, which may include articles of incorporation, registration information with other state
or federal agencies, correspondence, enforcement documentation (revocation, suspension, etc.), and other
licensee records. -

This new legisiation creates an additional workload for the Tax Revenue Branch which requires overtime
beginning July 1, 2016 and ongoing in order to assure that taxpayer's information is processed in a timely
manner. If we are unable to obtain these resources necessary for the new program then the Tax Revenue
Branch has limited resources necessary to process the taxpayer’s information.

Key Data Operator - 304.70 hours ongoing overtime (Start date 7/1/16)

Unit 482

Key Data Operators (KDQOVYs in the Tax Revenue Branch key returns received by taxpavyers daily. They are
responsible for keying the baich header sheels, keying 1st and 2nd pages of returns as well as any
schedules that are sent down from programing. With the additional keying of the returns from the proposed
legislation, our KDO’s will require the additional overtime hours as requested to maintain service levels and
the keying of timely returns for BOE's taxpayers

Worklcad Detail

Classification: Key Dala Operator Time Maasure On-going Activities
Activity M=Minutes Time Per Occurrences Total

H = Hours | Qocourrence Per Year Hours

Check Services M 7 52 G.07
Log Balches in Access M 22.98 - b2 19.92
i-Capture Balch Processing of Returns M 290.93 52 252,14
{-Capture Transfer and Load in IRIS M 30.31 52 26.57
Total Overtime Hours Requested 304.70
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Office Assistant (General) — 265.30 hours ongoing overtime {Start date 7/1/16)

Unit 393

Office Assistants {OA)'s in the Imaging and Mail Processing Center (IMPC) are responsible for sorting and
opening incoming mail to the Board of Equalization. The opening of the additional licenses from the
proposed new program will affect approximately 35,000 retailers and 1,100 vape shops. The Office
Assistants not only open the maill, but begin the batch process which prepares the documents to be keyed
by our Key Data Operator staff. The increase in mail volume expected from this proposed fee requires
additional overtime hours o ensure taxpayers mail is processed timely and efficiently. As expected with
any new fee, the volume of return mail is expected to increase which requires additional hours to properly
process the return mail.

-Workload Detail

Classification: Office Assistant (General) Time Measure On-going Activities
Activity M=Minutes Time Per | Occurrences Total
H = Hours | Occurrence Per Year Hours
Mail is Sorted by like Type ] 28.60 52 24.79
Batch Creation M 123.32 52 106.88
Baich Adding vt 107.27 52 92.99
Return Mail Processing M 46.89 52 40.64
Total Overtime Hours Requested ! 265.30

Office Assistant {General) - 48.78 hours ongoing overtime (Start date 1/1/17)

Unit 484

Office Assistants {OA)'s for the Tax Revenue Branch af the Industrial Bivd. location are responsible for
scanning and indexing all license support documentation, which may include articles of incorporation,
registration information with other state or federal agencies, correspondence, enforcement documentation
(revocation, suspension, etc.), and other licensee records. The documents are first prepped by the Office
Assistants which include the removal of staples, making copies of illegible documents, taping and Hattening
documents to prepare for scanning. The documents are then bundied in batches and the scanning process
begins. If there are errors or illegible images, the documents must be cleared and rescanned.

Workload Detail
Classification: Office Assistanl (General) Time Measure On-going Activities
Activity M=Minutes Time Per | Occurrences Total
H = Hours { Occurrence Per Year Hours
Preparing Documents . M 45.55 b2 . 39.48
Scan Documents : " M 10.73 52 9.30
Total Overtime Hours Reguested 48.78

Office Technician (General) ~ 206.85 hours ongoing overtime (Start date 7/1/16)
Unit 392 -

Office Technicians (OTYs for the Tax Revenue Branch are responsible for processing all remitlance
payments for the proposed new license. Cur Cashier staff first encodes the check amounts lo ensure the
check amount corresponds with the correct amount keyed by our Key Data Operator staff. Then the checks
are prepared to be scanned into our electronic depository system. A scan balch header sheet is created
indicating the daie, time, amount and item count. Then the checks are scanned, if there are any errors,
then a rescan of the batch or item is conducted. At the end of each balch, the totals are verified and our
staff prepares to make the deposit to the State Treasures Office. Due {o the increase workload volume
from this proposed license, a request for additional ovartime hours is necessary to meet the demands of
efficiently processing taxpayer's remittances.
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Workload Detail

Classification: Office Technician {General) Time Measure On-going Activities
Activity WM=Minutes Time Per | Occurrences Total
H = Hours | Occurrence Per Year Hours
izncode Checks M 72.24 52 62.61
Prepare Scan Batch Header Sheet M 22.86 52 19.81
Scan Checks M 53.65 52 46.50
Research Table / Amount out of Balance M 89,92 52 77.93
Total Cvertime Hours Requested 206.85

Customer Services Center (CSC)

Business Taxes Representative (BTR) ~ 270 hours overtime (start date 07/01/17)

The Customer Service Center (CSC) is requesting 270 hours of temporary help beginning July 1, 2017 and
ongoing at the Business Taxes Representative (BTR) classification to assist with training and coaching for
the technical stalf regarding this new legislation and providing guidance to fee payers via email and-
telephone. CSC will train stalf how to recognize these lypes of calls and how to answer the various
questions frem this legisiation. Because of the complexity of the legisiation, most calls and emails will
require a response within the scope of a Business Taxes Representative classification, from which CSC
does not have the resources available to redirect resources.

Based on the assumption provided, with a population base of 35,000, CSC estimates an increase of 1,620
total calls or 166 hours at the BTR level relating to two delinquency notices, one reminder to file notice, an
undetermined number of special notices and email blasts, and other inquiries regarding this legislation.
Additionally CSC needs 104 hours to develop, train and coach technical staff in CSC, as well as remote
agents in other units how to recognize and respond to general questions for this legistation.

Workload Detail
Classification; Business Taxes Representative Time Measure On-going Activities
Activity ‘ M=Minutes Time Per | Qccurrences Total
H = Hours | Occurrence Per Year Hours
BTR to Develop Training M 120 4 8.0
Refresher Training -CSC BTR's M 60 16 16.0
BTR for Instructor led refresher training fo CSC
Agents g M 60 40 40.0
BTR for Instructor led refresher training to Remote
Agenis Y M 60 40 40.0
BTR responding to inguiries by phone Ul 6 1620 162.0
BTR responding io inquiries by email i 5 48 4.0
Total Overtime Hours Reguested 270.0
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DF-36 (REV QY13

Fiscal Summary
(DoYars in thousands)

BCP No. Proposal Title Program RRAPIR &
2 Special Tax and Fee Programs Augmentation Cig. & Tob, Products Licensing
- Positions Dollars
Personal Services v BY BY + 1 Ty BY BY i

Tolal Salaries and Wages ! 0.0 1.2 14 2140 5181 5202
Tota) Staff Benefits * 11 346 355
Distributed Admin 316 18 521
Total Personal Services 00 12 14 3217 5245 5278
Operating Expenses and Equipment

General Expense 514 17

FPrinting

Communications 13 53

Postage 51 31 51

Travel-In State 337 §52

Travel-Oul of State 522

Training 53 55

Facilities Operations 511 323

Ltiltlies

Consulling & Professional Services: interdepatmentat ¥

Consulting & Professional Sevices: Extemal ° ' 575

Diata Center Seyvices 518 315 518

Information Technology 42 34

Equipment 36

Otner?Special ltems of Expense: *

Distributed Admin 52 52 33
Total Operating Expenses and Equipnent S96 £a2 5148
Total State Operations Expenditures 3313 5337 3428

] lten Number
Fund Source o1g Ref Fond
Generat Fund
Special Funds®
Federat Funds
Other Funds (Specify)
Reimbursements
Total Local Assistance Expenditures
. ltem Nuniber
Fund Source Org Ref Fond
General Fund :
Special Funds®
Federat Funds
Other Funds {Specify)
Reimbursements
Grand Total, State Operations and Local Assistance 33 I3l 5337 5426

P ltemize postons by ciassifcation on the Personal Senvicas [ela s worksheet
" Prowde berefl detad on the Personal Senvices Delalworksnes!
T Prov.de Lsl on the Supplensentat Informal on viorkshest .
* OtheriSpeoat items of Expanse must be Bisted indivdoally. Refsrto e Undoem Codes Manoat for alist of standard Liss

" Attxzh a Fund Cond ton Statement that refects special fund of bond fund expendtures [0f feveniet as proposed.
L £ prop

[AUNINBCPADF-46_Cover_Shest August 2016.doc
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Personal Services Detail
{Whote dollors)
BCR Mo Proposal Title
2 Gpecial Tax and Fee Programs Augmentation
Salaries and Wages Detail
I Positions Salary Dollars
Classification CY | BY |BY+i] Range cY BY BY + 1
Permanent
Business Taxes Specialist { fa 1.0 1.0]  $75.784 575254 575,264
Business Taxes Specialiist | iy 02 75,264 $0.60 $15.052.80
Business Taxes Specialiist | 'y 01 SF5,204 $7.526 .40
Temporary Help
Busineas Taxes Representalive id 0.2 G2 24 Gdnt 6,461
Overtime
Office Assistant (General} re 1,090 1.200 1,200
Gifice Assistant {General) b 5927 7.714 8760
Cfice Technician {Generat) o 5573 8627 4,005
Key Data Operaforb 7,203 4 589 G0
Business Taxes Representative ic 39468 0 0
Tax Technician 30,308 0 0
Tax Technician f e 32,328 2318 32,328
Office Assistant (General) b 3910 3,910 3,910
Business Taxes Specialist 54,317 [¢] 0
Business Taxes Specialist{ : 560t 5,60
Business Taxes Speeialist H i 29995 29,694
Total Salaries and Wages : 0.0 §.2 15 $190.124 $180 659 $206 131
Staff Benefits Detail Cy BY BY « 1
QASDE $11.345 510,783 512,076
Health/Denta'Mision Insurance SO 514,623 S17 904
Retirement 50 520,180 $24 828
Workers' Compensation 50 $110 5135
Incfustrial Disabilty Leave 0 338 47
Hon-ndustrial Disalbity Leave 0 27 &34
Unemployment Insurance 30 356 582
Other: S0 $241 5207
Total Staff Benefits ? %11,345 $46 065 355,486
Grand Total, Personal Services $201,468 $226.757 $I61.617

‘a Penaczst Festonis) startng 71717
by Crvertae sbartng TG

e Quertone startng WL

'S Terrp Help start~g 711187

e Oyeetma start ey 1T

F Oventme tartng 7414147

g Peanacent Fos tenfs) startng 4/ 119
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Special Fuiwd Detail
tOolars in thousands)
BCP to, ~ |Proposal Title
2 Spediat Tax and Fee Programs Augmentation
Special Fund Title Item Humber Dollars
Org Ref Fund cY BY BY ¢ 1
Breast Cancer Fund 0560 Co1 0004
Stats Emaigency Telephans (850} D1 0022
Rictor Vehicle Fuel Accaunt 0560 001 0061
Oorupatonal Lead Prevention Furd 08450 001 007Q
Chilgheod Lead Peitaning Prev. Fund 0860 00t 0030
Cig. and Tobaomo Prod Surtas Fund Q560 GOt 0230
O Spill Freventicn and Admin, Furd 0560 o0t 0320
Integrated Wasts Management 0466 &0 0357
Undergrourd Storage Tark Fund 0550 ] 0439
Energy Rescurces Pragrams Acoount 0850 001 0465
ChA. Children and Famitias First Trust Fund 0860 0o 0323
Federal Trust Fund 0860 oy 4590
Tircher Tax Fund 0860 C0i 0465
Gas Consumpt on Surcharge Fund 0560 001 3015
Water Rights Fund G860 GD1 3058
SRA Fire Preventan Fund G364 o601 3063
Eles Waste Recovery 3ng Recycling Aot 0840 oo 3065
Cig. and Tobaom Prod. Campliance Fund 0860 001 3067 2313 $303 $257
Timber Regulation and Forest Regulaton Fee| (860 o1 3212
8ATS Surcharge Fund 0550 oM 3251
Local MTS Surcharge Fund 0830 oni 3270
RRAPIR 534 5159
Total Special Fands - State Operations ' $313 §337 3426
Special Fund Title {tem Humber Doliats
Crg Ref Fund CY BY BY + 1

Totai Special Funds - Local Assistance *

' Totd rrost te fo vanous” funds went®ad ke S1ate Gperatons. Specal Funds o tre Fsal Suvmary  Acd rows i RECES Sy
“ Totat nwist bz to “varicus funds ident fed for Local Ass starce, Spzeaf Furds in the Fseat Surrmary.,
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Suppler

nental Information

(Dollars in thousands}

BCP Ho. Proposatl Title
2 Special Tax and Fee Programs Augmentation
Equipment CyY 8y BY +1
Standard Complment 832 51
52
Total %32 553
Consulting & Professional Setvices
Consulting Services 375
Tatal L7
Facility/Capital Costs
Facihty Operations 12 §23
Total S12 523
One-TimelLimitect-Term Costs Yes Mo D
Description BY BY +1 BY +2
Paositions Dollars Positions Dodlars Positions Duollars
Postage 513 51
General Expense S12
informalion Technology| 24
00 524 0.0 5t 0.0
Full-Year Cost Adjustment Yes D Mo
Peovide the incremental change in dollars and positions by fiscal year.
[tem Himber BY BY +1 BY +2
Positions Dollars Positions Dollars Positions Dollars
Total 0.0 0.0 0.0
Future Savings Yes [:] Mo
Specify fiscal year and estimated sawngs, including any decrease in positions,
Itemy Huiember BY BY +1 BY +2
Pasitions Dollars Positions Dollars Positions Dollars
Total (.0 0.0 0.0
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