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July 2, 1992

Mr. Paul Waddell

Director

Arizona Department of Revenue
1600 West Monroe

Phoenix, AZ 85007

Dear Mr. Waddell:

We have compieted the Governor's Statewide Long-Term improved Management (SLIM) review
of the Arizona Department of Revenue (DOR), and are pleased to present to you our report of findings and
recommendations. Our analysis was conducted from March 1932 through May 1992.

This summary describes the objectives of the review, the approaches used throughout the
analysis, and the major changes recommended as a result of the study. We have quantified the potential
benefits and summarized the key implementation tasks, including legislative support needed to implement
proposed recommendations into actual benefits. Our detalled findings and recommendations follow this

summary.

The total recommendations identify approximately $6.4 million in benefits, including $6.1 million
in revenue enhancement, and $.3 million in general savings.

OBJECTIVES AND GOALS

The overall objective of this study was to find ways to improve the delivery of services in DOR,
using various business analysis and Total Quality Management (TQM) techniques. Our goal was to
streamiine processes and unnecessary work, improve systems and procedures, and realign groups with
similar functions to deliver services more effectively at a lower cost.

APPROACH

We approached this study by taking an integrated view of the organization. For each area, we
reviewed the mission and strategic focus; product/process delivery methodology; process technology;
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methods for using and managing Information; performance measurements; quality service issues and
measurements; organizational structures; and the logistics and physical assets used by the organization to
deliver products and services.

We began by using the shelf data provided to us by DOR to beéome familiar with the mission,
size, structure, and responsibilities of the major areas of the Agency. We conducted interviews with all levels
of supervision and select technical and line personnel to enable us to focus on areas which could be
improved. Where appropriate, we used interviews to develop detalied process flows which enabled us to
identity non-value added elements that could be eliminated. During the course of our review, we conducted
over 135 interviews of Agency and external personnel (see Exhibit 1, SLIM Interview List - DOR).

In addition to developing process flows, we employed the following analytical techniques:

+  Quantification of cost to provide a quality service or product whers it appeared the cost
could be reduced

= ldentification of prevention activities (upstream) to reduce more costly failures further in the
process (downstream)

*  Assessment of the organizational structure including consideration of the foliowing issues:
- Span of control
- Managerial layering
- Alignment of missions
- Distribution of responsibilities
- Fragmentation of duties

- Overlapping or redundant functions.
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Our first step in analyzing the organization involved identifying opportunities for streamiining
processes and modlifying practices to improve performance provided by the various units. Once this
streamlining was completed, we reviewed the remaining units to assess their organizational placement and
structure. Finally, organizational changes are proposed to achieve alignment of missions; appropriate spans
of control; reduced layering to achieve organizational flexiblility and empowerment at the lower layers of the
organization; and elimination of duplicative and fragmented duties.

In order to quantify the effects of making changes, we obtained time estimates for work
requirements. in addition, we used Agency available statistics to assess the variety and volume of
transactions processed by an area.

As recommendations were developed, we reviewed the proposed changes with appropriate
supervisors and managers to determine completeness of the analysis. In addition, we met with senior
Agency management to review our findings on a regular basis.

FINDI R M Tl
Potential opportunities for increasing revenues and effecting cost savings can be realized by
streamlining various processes, and modifying procedures and approaches to conducting business.
Additional savings can be achieved by reorganizing the units to align missions; reduce duplicative efforts;
develop appropriate spans of control; and reduce layering. Exhibit 2, Summary of Recommendation, Titles
and Savings, shows the summary of savings for each of the analyses performed.

rtynities for Revenye En nt

Approximately one-half of our recommendations relate to opportunities for enhancing revenues.
These recommendations are entitied as follows:

*  Additional Attorney Position

. Sales Tax License Enforcement
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Corporate Audit Restructure
Withholding Tax Transfer

Quality Control Functions - AD's Office
Individual Income Tax Audit

We believe establishing another DOR Attorngy Position in the Attorney General's office will
enable the Agency to recover up to $1.98 million in the current case backlog for an
investment of $55 thousand, per year

The Sales Tax License Enforcement recommendation increases the number of sales tax
license positions by three, enabling those positions to bring on-line potential licensees. This
should result in annual net revenue enhancements of approximately $280 thousand

Under Corporate Audit Restructure, through the reclassification and /or establishment of new
positions, a greater audit capacity is created so as to resuit in increased revenues. The
projected revenue enhancement has been sstimated at $1.95 million

The transfer of the Wihhoiding Tax program to the Department of Economic
Security/Unemplioyment insurance frees up two Field Auditors - enabling them to work on
income production in the Sales arxd Corporate Audit sections. This will result in increased
revenues of approximately $770 thousand

Restructuring the Qus gt
Office will resuit in the freeing up of one Revenue Field Auditor position. This position when
reassigned to Sales Audit should generate some $420 thousand a year in collections

Establishing four additional units frees up two Revenue Auditor positions enabling the
Individyal Income Tax Aydit section to realize an average $353 thousand in collections per
auditor (per current statistics) for a total of $.7 million.
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In all, these revenue enhancing recommendations will result in an additional $6.1 million dollars
being realized by the Department of Revenue for the State of Arizona.

OTHER RECOMMENDATIONS
Division Consolidation

It is our understanding that the Division of Oversight & Analysis has been in existence less than
two years. The sections and units reporting to it previously were disbursed among several other divisions
and areas within DOR.

In our opinion, the creation of a separate division to house these diverse functions is not justified
from either an organizational or cost/benefit stand-point. We recommend redistributing the various functions
among the Administrative Services, and Taxpayer Support Divisions as weil as the Deputy Director’s Office.

This recommendation results in the elimination of one Assistant Director position, one
Manager/Supervisor position and two Executive Assistant positions and pertains to organizational alignment
and not to personnel placement.

The recommendation will result in an annual savings of $174,000.
rt - R rch
Several sections within DOR are required to conduct research, analysis and interpretation of
existing State tax laws. At present, this research involves primarily manual investigation off-site at various

libraries or via electronic research faciiities avaliable at Arizona State University and the Capitol Library.

We recommend that DOR acquire Tax Law Ubrary software on compact disk and install it on one
or more local area networks (LAN) within the Department. The software is avallable for lease for under
$3000/year; the one-time cost of the Compact Disk is $600.

We have estimated that some 16,008 hours are spent annually in the research, analysis and
interpretative functions. Assuming that one-half of this amount represents the research function, and
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realizing that a large percentage of this time can be reinvested to realize benefits in increased productivity,
we estimate an annual opportunity savings to the Department of $47,000. Factoring in the software and
hardware expenditures, this nets out to $45,000/year in savings.

The ratio of supervisors to staff in the Financial Service Unit is high. The reconciiation area has
a ratio of 1:3; the expenditure area has a ratio of 1:4; the checks/warrants and surplus property areas have
a ratio of 1:2. Additionally, a ratio of 1:2 supervisor/supervisor exists for the unit overall.

We recommend revising the organizational structure of the Financial Services Unit in the
Comptroller's Office and eliminating one of the two second level supervisors.

Consolidation of revenue and expenditures functions under one supervisor will result in the
elimination of one Fiscal Services Specialist for a savings of $30 thousand/year.

Micr, higs - In te Fil

The Records Management Section within the Administrative Services Division includes three
sections: Micrographics, income and Corporate Files, and the Warshouse. Two of the three sections have
closely aligned functions. Both are small and each has its own supervisor. The Micrographics unlt is staffed
by a supervisor and two leads.

in effect, there are four positions contributing to the supervision of seven full-time and two part-
time employees.

We recommend eliminating one of the two Administrative Support Supervisors and merging the
Micrographics and Income/Corporate Filles sections. The resulting unit would have seven line employees

of which two would be leads assisting in work scheduling and monitoring, and one supervisor.

Cost savings associated with this consolidation amount to $26 thousand/year.
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Clerical assistance within the Taxpayer information and Assistance Section Is rendered through
a separate clerical unit headed by an Administrative Support Supervisor.

We recommend reassigning those clerical unit employees who handle casework typing and
document puills to the case work units coordinating the research and generating the typewritten work. The
remaining individuals who are involved In receptionist duties should be assigned to either of the unit
supervisors or the section administrator.

This would result in the elimination of the Clerical Unit Supervisor for an annual savings of
$26,538. It would also establish quality control at the lowest possible level and a point closest to the
originating case research. All elements of the case, including basic research, documents reviewed, action
taken, and correspondence developed will be under the control of the case work unit supervisor.

i rol Fyunction ne Unit

Within the Taxpayer Information and Assistance Section is a two person quality control unit
reporting to the Section Manager. The quality control of the work of the section could be improved by
having this function performed by the sub unit where the work originates.

We recommend eliminating the quality control unit and realigning the quality control functions
currently administered by the Q.C. unit with the first level case worker supervisor, and as required to the two
Business and income Unit managers.

Elimination of the quality control unit will result in annual savings of $49,752.
I r Pl |
An opportunity exists to accelerate the deposit of revenue received each day by DOR in

connection with Income Tax returns. The Treasurer's Office has advised us that the availability of these
additional deposits would help improve cash flow at critical periods in the year.
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At present, a cut-off time of 2:00 pm has been established for Remittance Processing to submit
its final transmittal of the day of receipts to the Comptroller's Office. This early cut-off is required in order
for the Comptrolier to have sufficient time to prepare the Cash Letter and accompanying deposit documents
for the depositary bank. |

We recommend the State Treasurer's Office negotiate for a later (4:30 pm) pickup by the
depositary bank. We have been advised that they can accept deposits up to 6:00 pm.

No savings figures have been assoclated with this recommendation as the main benefit lies in
having additional deposits available to the State Treasurer each day. This is particularly important during
the April and May time periods when large expenditures for School Aid become due.

SUMMARY OF SAVINGS

The improved services and benefits outiined above are achieved through the 13 recommendations
discussed in this report. The recommendations apply to several areas such as organizational restructuring,
process changes, revenue enhancement, management controls, functional realignment and staffing
requirements.

Exhibit 2, DOR Summary of Recommendation Titles and Savings, outlines the impact of each of
the recommendations and reflects savings resulting from revenue enhancement and general savings. The
magnitude of each is as follows:

Revenue Enhancement $6,186,000
General Savings 369,049
Total $6,555,049
Less Annual Recurring Costs -136.315
Net Savings $6.418,734
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OTHER ISSUES

Other miscellaneous areas of opportunity for Agency improvements, not addressed because of the
limited duration of review, are as follows:

» Corporgte Tax - Further automation of this area appears warranted. We noted that there are
three generations of lap-top computers in use throughout the unit. A number of these are
unabie to utilize the standard MicroSoft Version 5.5 Word Processing software. This unit needs
a policy manual as well as formalized training for its staff.

* Warshouse - Administrative Services informed us that they are running out of storage space in
their present warehouse. We recommend that DOR enter into discussions with AHCCCS
Management to explore using their warehouse. Most, if not all, of their current warehouse space
should become available within the next year. This warehouse is much larger than DOR's; the
lease costs AHCCCS is currently paying per square foot of storage Is substantially less than
DOR’s present costs. '

« Phone System - The DOR telephone system is limited but the situation on the 5th floor is very
bad. The telephones ring excessively before a response and then the caller is likely to be put
on hold. This generates poor public relations.

e Sales Tax - This appears to be an overly complex system; one which does not promote
compliance.

o Policy/Training Loop - There is a need to establish in all audit areas, a formal method for
translating audit decisions (informal and formal) into policy and training programs.

* Quality Control - The supervisors in the various audit areas should increase their activities as an
ongoing and integral part of quality control activities.

o Inf | Hearin Pri - There are hearings and protest units or activities housed in
each of the audit sections. These are currently being reviewed by DOR for possible merging
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into a single unit. There are economies of scale as well as the possibility of freeing auditors for
audit work.

* Individual Audit - As noted in one of our eariier recommendations, the clerical situation needs
to be closely reviewed for reorganization. it could be decentralized to the audit units or
restructured to reflect a small centralized unit with some decentralization.

+ Training - Efforts to combine training classes across agencies through the coordinating auspices
of the DOA Training Unit shouid be encouraged. Also, opportunities for pooling related services,
such as audio/video production services and other instructional media, as well as Instructors
themsaelves, should be further explored.

e Pyblications - The Department of Commerce publishes a "Guide to Establishing a Small
Business" which includes a chapter entitied "Licensing Requirements for Selected Businesses
and Professions.” information in this chapter is collected and published (per statute) by the
Department of Revenue. The information Is collected by DOR via surveys of various state
agencies to determine their licensing requirements. Since two state agencies are duplicating
the same published information, and the "Guide" undoubtedly has the potential for wider
distribution, it may be appropriate to shift the legislative authority for publication to the
Department of Commerce.

» Job Tities/R ibiities - Disparity frequently exists between actual job responsibilities and
the duties as listed in the job/grade specifications.

IMPLEMENTATION

implementation Is the critical step in the process of achieving savings. Potential savings are often
identified but not achieved when the implementation process is distracted by day-to-day activities, and
managers shy away from the necessary reduction in staff. Successful implementations are marked by two
things: (1) a strong commitment from senior management to achieve as much of the savings as proves
possible; and (2) designation of implementation team leaders with the mental toughness to see the task
through to compiletion.
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The implementation process is best carried out soon after the review process. This maintains
momentum while the topics are fresh in people’s minds. We estimate that most of the recommendations
contained in the report can be implemented within a period of twelve months. Some recommendations,
however, may require additional time as they are dependent upon legislative approval.

Our recommended Implementation Plan in Exhibit 3, DOR impiementation Schedule, outlines an
implementation sequence and approximate duration for each recommendation. A detalled plan will be
established at the outset of the implementation. Individual recommendation and implementation
requirements are included with the recommendations in the detailed section of this report.
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We wish to thank you and your entire staff for their complete cooperation and support of our
efforts during this study.

We appreciate the opportunity to be of service to the Governor and the SLIM Steering
Committee in this endeavor. Should you have any questions regarding this report please feel free to contact
the Project Executive or any member of your Project SLIM Team:
+ James Griffith, Department of Economic Security
» Carl Jager, Department of Transportation

+ Phyllis Knox, Department of Health Services

+ Thomas Donahue, Coopers & Lybrand

David St. John )
Executive Director
Project SLIM



Date: Apr 20 - 1{0am

SLIM INTERVIEW LIST

DEPARTMENT OF REVENUE (DOR)

Name Title Date Time Interviewer
Kickoff Meeting NA Mar.5,92 10:00am [Team
Confid. Training NA Mar.6,92 8:00am |Team
P. Waddell Director Mar.9,92 10:00am [Team
R. Serino AD, Data Management Mar.10,92 3:00pm  |Team
R. Milanese AD, Taxpayer Support Mar.11,92 8:15am |Team
J. McVey AD, Propty Valuation Mar.11,92 1:00pm {Team
H. Scott AD, Oversight & Analysis Mar.11,92 2:30pm  |Team
k. Behringer Deputy Director Mar.12,82 10:00am {Team
J. Timko AD, Administrative Services Mar.12,82 1:30pm [Team
S. Shiffrin AD, Tax Enforcement Mar.12,92 3:00pm {Team
D. McCuin Corporate Income Tax Admin. Mar.16,92 1:00pm  |Griffith
A. Arant-Cousins Exec. Asst. Tax Enforcement Mar.16,92 10:00am {Griffith
M. Metko Purchasing Manager Mar.16,92 2:30pm Jager/Knox
R. Cobbin Records Management Supervisor Mar.16,92 8:30am Jager/Knox
G. Sailors Admin. Services Officer IV Mar.16,92 10:00am |Jager/Knox
L. Gantz EDP Programmer Analyst lil Mar.16,92 1:30pm  jJager/Knox
J. Postal Trans. Privilege Tax Admin. Mar.16,92 2:30pm  Griffith
J. Norris Collections Administrator Mar.16,92 4:00pm  (Griffith
R. Robinson Indiv. Income Tax Administrator Mar.16,92 8:30am Gritfith
B. Pipkin Administrative Asst. lil Mar.17,92 10:00am |Jager/Knox
P. Dunbar Training Administrator Mar.17,92 1:30pm  |Jager/Knox
A. Moss Revenue Supervisor Ili Mar.17,92 2:30pm  |Griffith
J. Ward Administrative Support Supwr. Mar.17,92 8:30am Jager/Knox
D. Barnes information Center Mgr. Mar.17,92 3:00pm Donahue
K. Kichler Sys. & Programming Mgr. Mar.17,82 1:30pm  {Donahue
G. Shagena Computer Operations Mgr. Mar.17,92 8:30am {Donahue
C. Anthony Rev. Field Auditor 1l Mar.18,92 1:30pm  (Griffith
L. Prins Administrator Mar.18,92 3:30pm Knox
M. Reyes Admin. Supervisor Mar.18,92 1:00pm |Jager
E. Leyba Administrator Mar.18,92 8:30am Donahue
J. Russell Property Appraiser [V Mar.18,92 1:30pm Donahue
M. Finley Admin. Systems Supvr | Mar.18,92 200pm |Jager
W. Nowiin Property Appraiser Mar.18,92 3:00pm |Knox
D. Hesselgrave Examiner Tech | Mar.18,92 3:00pm  jKnox
M. Lewis Clark Typist iil Mar.18,92 1:00pm  {Knox
S. Franzman Admin. Svcs. Officer IV Mar.18,82 3:00pm  jKnox
B. Beion Manager Mar.18,92 3:00pm |Donahue
page 1
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SLIM INTERVIEW LIST

DEPARTMENT OF REVENUE (DOR) l
Date: Apr 20 - 10am l
Name Title Date Time Interviewer
C. Hudak Rav. Field Audiotr!ll Mar.18,92 10:30am Giritfith ;
V. Wright Rev. Field Auditor li Mar.18,92 9:30am Griffith l
T. Schiosser Prog. & Proj. Spec. ll Mar.19,92 8:30am Griffith
M. Bacon Fiscal Services Spec. Il Mar.19,92 1:30pm Knox
G. Nichols Faciliities Supervisor Mar.19,82 9:30am Jager
M. Finley Admin. Systems Supvr | Mar.19,92 3:00pm Jager '
T. McGinnis Rev. Fiéld Auditor 1t Mar.19,92 10:30am Griffith
L. Stakes Fiscal Services Sys. Anaiyst Mar.19,02 4:00pm Knox
L. Montgomery Fiscal Services Spec. 1l Mar.18,92 9:00am Knox I
Y. Hopkins Clerk Typist Mar.19,92 9:30am Jager
S. Noyes Fiscal Services Spec. li Mar.19,82 10:30am Knox
W. Kusnerz Systems Engineering Mgr. Mar.19,92 8:30am Donahue
I. Hardin Fiscal Services Spec. IV Mar.19,92 2:30pm Knox '
S. Flores Forms Analyst Il Mar.20,92 2:00pm Knox
T. Stitt Buyers Assistant Mar.20,92 3:00pm Knox
L. Gasper Admin. Assistant 1lf Mar.20,82 9:00am Knox '
J. Becket Clerk Typist Mar.20,82 8:45am Jager
J. Peters Collection Supvr | Mar.20,82 10:00am Gritfith
T. Simmons Collection Supvr il Mar.20,92 3:00pm Griffith
8. Shiftrin Assistant Director Mar.20,92 1:00pm Griftith .
L. Byrd Warehouse Worker Mar.20,82 9:00am Jager
F. Caruso Collection Supvr. Il Mar.20,92 8:30am Griffith
N. Buta Collection Supvr Mar.20,92 1:30pm Griffith .
C. Dicken EDP Sys Proj Mgr ! Mar.23,92 11:00am Donahue
B. Marte Coliector Il Mar.23,92 10:00am Gritfith
F. Medina Collection Supvr il Mar.23,82 3:00pm Griffith
K. Riley Admin. Asst. |l Mar.23,02 8:30am Gritfith I
V. Moore Collection Supvr I} Mar.23,82 1:30pm Gritfith
A. Ccrella EDP Sys Proj Mgr | Mar.23,82 10:00am Donahue
G. O'Neal Management Analyst Iii Mar.24,92 3:00pm Knox l
E. Pullian Rev. Field Auditor i Mar.24,92 1:30pm Gritfith
K Vere Admin. Supp. Svcs | Mar.24,92 11:00am Donahue
J. Timko Assistant Director Mar.24,92 1:00pm. Donahue l
R. Valles Admin. Services Officer }{ Mar.24,92 10:30am Donahue
N. Miller Admin. Services Officer | Mar.24,92 10:00am Donzhue
V. SonBui Admin. Supp. Sves | Mar.24,92 10:00am Donahue
G. Sailors Comptrailer Mar.24,92 11:30am Knox l
P. Waddell Director Mar.24,92 3:30pm Donahue
R. Petrenka Deputy Treasurer Mar.24,92 2:00pm Donahus
B. Ward Administrator Mar.24,92 8:30am Knox l
page 2 '



EXHIBIT 1
PAGE 3 OF 4 PAGES

SLIM INTERVIEW LIST
DEPARTMENT OF REVENUE (DOR)
Date: Apr 20 - 10am
Name Title Date . Time Interviewer
D. Brewer Admin. Supp. Sves ! Mar.24,92 9:00am Donahue
K. Abramsohn Chiet Hearing Officer Mar.24,92 10:00am Knox
N. Green Admin. Servicas Officer | Mar.24,92 11:00am Donahue
K Vere Admin. Supp. Svcs | Mar.24,92 11:00am Donahue
G. Meyers Administrator Mar.24,92 1:30pm Knox
M. Stacey Rev. Field Auditor Sup. | Mar.24,92 3:00pm Griffith
D. Fredenburg Admin. Svcs. Officer IV Mar.25,92 1:30pm Knox
K. Abramsohn Chief Hearing Officer Mar.25,92 8:30am Knox
S. Siiver Rev. Field Auditor 1l Mar.25,92 3:00pm Griffith
D. Plaughman Rev. Fieid Auditor il Mar.25,92 1:30pm Griffith
V. Penez Rev. Field Auditor 1l Mar.25,92 10:00am Griftith
R. Petrenka Deputy State Treasurer Mar.25,92 2:00pm Donahue
R. Gaddis Rev. Field Auditor I} Mar.25,92 8:30am Gritfith
E. Snow Management Analyst Ili Mar.25,92 3:00pm Knox
D. Fredenburg Administrative Svcs Officer Mar.25,92 1:30pm Knox
D. Walth Administrator Mar.25,92 10:00am Knox
D. Alcorn Rev, Field Auditor il Mar.26,92 1:30pm Gritfith
A. Garcia Rev. Fieid Auditer Sup {ll Mar.26,92 .{10:00am Gritfith
J. Wailen Management Analyst [li Mar.26,92 8:30am Knox
K. McQuilty Rev. Auditor Il Mar.26,92 8:30am Griffith
M. Polashek Rev. Field Auditor Il Mar.26,92 3:00pm Gritfith
W. Molina Clerk Typist Il Mar.27,92 10:00am Griffith
B. Brion Field Collector il Mar.27,92 1:30pm Griffith
B. Rivera Exam Technician il Mar.27,92 8:30am Griffith
D. Muccilli Compliance Manager Mar.30,92 9:00am Jager
K. Latella Supervisor Mar.31,92 11:3Cam Jager
P. Waddel! {Director Mar.31,92 3:30pm Team
C. Olson Supervisor Mar.31,92 10:30am Jager
A. Severance Property Appraiser IV Mar.31,92 1:30 Knox
J. Timko Assistant Director Mar.31,92 9:00am Team
C. Murray-Leyba Admin. Sves. Officer IV Mar.31,92 10:30am Knox
B. Belon Manager Apr.1,92 10:30am Donahue
J. Russell Property Appraiser IV Apr.1,92 8:30am Donahue
G. Sailors Comptroller Apr.1,92 3:00pm Donahue
W. Nowiin Property Appraiser/Fin. Analyst Apr.1,92 1:30pm Donahue
V. Weiss Clerk Typist lli Apr.2,82 2:00pm Jager
L. Kishbaugh Supervisor Apr.2,92 3:00pm Jager
W. Eichelberger Supervisor Apr.2,92 9:00am Jager
E. Leyba Administrator Apr.2,92 10:30am Donahue
D. Wickersham Manager ADr.2.92 10:3Qam B Jager 7
page 3
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EXHIBIT 1
PAGE 4 OF 4 PAGES
SLIM INTERVIEW LIST
DEPARTMENT OF REVENUE (DOR)
Date: Apr 20 - 10am
Name Title Date Time Interviewer
L. Prins Administrator Apr.2,92 - 18:30am Donahue
S. Franzman Admin. Svcs. Officer IV Apr.3,92 8:30am Donahue
R. Gustafson Admin. Svcs. Officer IV Apr.3,92 1:30pm Knox
R. Jackson Property Appraiser IV Apr.3,92 10:30am Knox
S. Barney Property Appraiser IV Apr.3,92 3:30pm Knox
D. McCuin Administrator Apr.3,92 8:3Cam Griffith
T. MacConneil Fiscal Sves. Unit Supervisor Apr.6,92 9:00am Knox
G. Shagena EDP Comp. Opns. Mgr il Apr.7,82 9:00am Donahue
J. Norris Administrator Apr.7,92 11:00am Griffith
R. Serino Assistant Director Apr.7,92 9:00am Donahue
K. Abramschn Chief Hearing Officer Apr.7,92 1:30pm Knox
S. Shiffrin Assistant Director Apr.10,92 9:00am Griffith
R. Milanese Assistant Director Apr.14,92 3:00pm Donahue/Jager
P. Wagaell Director Apr.15,92 3:00pm Donahue
J. Timko Assistant Director Apr.15,82 9:00am Donahue/Jager
page 4
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EXHIBIT 2
DEPARTMENT OF REVENUE J 1. 1992
PN une
SUMMARY OF RECOMMENDATION TITLES AND SAVINGS Total Budget: $49,467,000 Total FTE Positions: 1277.8 ’
ANNUAL RECURRING BENEFITS . . .
FTE System Law Estimated | Recurring {One-Time
Net Genera! | Revenue Changes | Changes | Months to | Costs To {Costs To
Recommendation Titles Benefits | Savings | Enhance, |REPUCTIONS|ADDITIONS| poqyired | Required | Complete | Implement |Implement
t. Comptroller’s Office- Financial Svcs Staffing{$30¢,600 $30,600 1 6 months
2. Wicrographics- Income/Corporate Files $26,538 $26,538 1 6 months
3. Additional Attorney Position $1,925,000 $1,980,000 6 months $55,000
4, Armored Car Pickup Schedule %0 completed
5. Clerical Support- Taxpayer Info. & Assistance|$26,538 $26,538 1 6 months
6. Reassign Q/C Furction to Line Units $49,752 $49,752 2 6 months
7. Sates Tax License Enforcement $280, 480 $360,000 12 months $79,520 $25,500
8. Corporate Audit Restructure $1,958,865 /48,865 $1,950,000 12 months $25,000
yes
9. Withholding Tax Transfer $770,000 $770,000 see note 1| 18 months
10. Q/C Functions- AD's Office $420,000 $420,000 3 months
11. Individual Income Tax Audit $710,711 $4,711 $706,000 i 6 months $25,000
Note 2
12. Opportunity Cost of Manua! Legal Research $45,740 $47,535 1 3 months $1,795 $600
13. Division Consolidation $174,510 $174,510 4 3 months
TOTALS: 156,418,734 |$369,049 [36,186,000 " $136,315 | $76,100
NET FTE SAVINGS: 5
Notes: |. Legisiation required to move Withholding function to Department of Economic Security.

2. Cost avoidance through elimination of one vacant position.




DEPARTMENT OF REVENUE IMPLEMENTATION SCHEDULE

(PREL IMINARY) EXHIBIT 3
l MONTHS
TITLE It[zlal '5'6’7‘6’9!10'11|12||3||4l'5I‘GI'7I15'|9|20| l
]
1. COMPTROLLER’S OFFICE - FINANCIAL SERVICES STAFFING
T
2. MICROGRAPHICS - INCOME/CORPORATE FILES
]
3. ADDITIONAL ATTORNEY POSITION
4. ARMORED CAR PICKUP SCHEDULE —— l l l '
5. CLERICAL SUPPORT -~ TAXPAYER INFORMATION & ASSISTANCE
R
[ REASSIGN Q/C FUNCTION TO LINE UNITS
bl
7. SALES TAX LICENSE ENFORCEMENT l
.
8. CORPORATE AUDIY RESTRUCTURE
o
9. WITHHOLDING TAX TRANSFER
|
§ 18. Q/C FUNCTIONS ~ AD'S OFFICE I“
|
("'B 11. INDIVIDUAL INCOME TAX AUDIT I
|
12. OPPORTUNITY COST OF MANUAL LEGAL RESEARCH S R————
|
13. DIVISION CONSOLIDATION SRR —
DORIMP




COMPTROLLER'S OFFICE - FINANCIAL SERVICES STAFFING
Current Skuation

The Comptrolier's office is located within the Division of Administrative Services. Key strategic
business functions are divided among four office units. These office units include Financial Control,

Support/Payroll, Special Tax, and Financial Services.
| nit

The Financial Services Unit is the core of financial accounting functions. The unit is responsibie for
handling DOR accounting functions including the reconclliation of al! DOR revenue; arranging and
processing DOR travel claims; and interfacing with commercial banks on deposits, returned warrants and
foreign checks. Financial Service Unit personnel are currently divided into reconciiiation or expenditure
related functions and activities.

The spans of supervisory control in the Financial Services Unit is narrow, ahd is comprised of 12
FTE positions with the following supervisor/employee ratios:

:3 supervisor/employee ratio exists in the reconciliation grea. The Fiscal Service
Specialist Hll supervises all reconciliation functions and activities, completes the Fund
Status Summary Report, processes Purchasing charge-backs for non-paper supplies
and develops operating procedures. The Fiscal Service Specialist lil directly supervises
two Fiscal Service Specialist |l positions which are responsible for reconciling sales tax
revenues and the expenditure ledger of the Arizona Financlal Information System (AFIS)
and handling revolving funds and bank statements; and one Account Technician 1l
position which is responsible for handling reconciliation of non-sales tax revenue such
as special, income/corporate and withholding taxes
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Impact

[}

4§ : pxists : g area. The Fiscal Services Specialist
Il supervises expendfture related functions and activities which includes processing accounts
payable claims, completing the expenditure areas of the Fund Status Summary Report, handling
expenditures for all DOR Divisions and dwdoplnd operating procedures. The Fiscal Service
Specialist Il position directly supervises one Account Technician |l position which is responsible
for handling travel and accounts payable claims; and three Account Techniclan Il positions

which are responsible for reconciling general fixed assets and processing paperwork for the
Division |

nit. The Fiscal Service Unit

Supervisor manages and supervises the Financial Services Unit and interfaces with all
Comptroller personnel. The Fiscal Service Unit Supervisor directly supervises one Account
Techniclan Ii position which is responsible for handling foreign checks and returned warrants,
and coordinates bank deposits; and one Account Technician Ili position which is responsible
for coordinating surplus property procedures and the inventory of all DOR assets which are
reconciled with accounting data

Unit. In addition to the two
positions in the preceding paragraph, the Fiscal Service Unit Supervisor directly supervises two
supervisors, one Fiscal Service Specialist Il and one Fiscal Service Speclalist Il (see Exhibit 4,
Comptroller's Office (Financial Services Unit), Present Organizational Structure).

The organizational structure in the Financial Services Unit results in an inefficient use of supervisory

personnel and unnecessary duplication. This duplication is manifested in two supervisory levels detailed in
the previous section. Each of the designated supervisory personnel are spending more than 50% of their
time performing tasks other than supervision. There are three working supervisors within the Financial
Services Unit. Supervisory tasks could be consolidated and the supervisory ratio expanded with limited
impact as Financlal Services Unit personnel are cross-trained.

Recommeniations

We recommend revising the organizational structure of the Financial Services Unit in the

Comptroller's Office and eliminating one of the two supervising Fiscal Services Speclalists. The remaining
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Fiscal Services Specialist will supervise both revenue and expenditure functions within the Financial Services
Unit (see Exhibit 5, Comptroller's Office, Proposed Organizational Structure (Financial Services Unit).

Benefits

» Financial Services Unit personnel are cross-trained and can be supervised by one
supervisor.
» Consolidation of revenue and expenditures functions will eliminate the need for two

supervisors reporting to the Fiscal Services Unit Supervisor. The elimination of one
Fiscal Services Specialist Il will reduce $30,600 in salary and ERE costs per year.

¢ Total Savings = $30,600

Implementation

* Address Personnel reductions through reassignment. Coordination and approval with
Personnel Division

e Develop new organizational charts
* Resolve space Issues, and location

» Communicate changes within the DOR.
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PRESENT
COMPTROLLER’S OFFICE
1992 ORGANIZATIONAL STRUCTURE

EXHIBIT 4

COMPTROLLER
GRADE 23
FINANCIAL SUPPORT/PAYROLL SPECIAL TAX FINANCIAL
CONTROL ACCOUNT ING SERVICES
FS SVC SYSTEM ADMIN. ASST. I1I1
ANALYST FS SVC SPEC IV FS UNIT SuPv
GRADE 21 ORADE 17 GRADE 18 GRADE 19
- Fs SPEC. II I l EXAMINER TECH. II l | ]
1]
GRADE 16 GRADE 13
B INFO. rvx«;c. SPEC. ADMIN. ASST. II §£§€?h§§¥"§§§ rg's'ggvhggux:g ACCT. TECH. III ACCT. TECH. II
GRADE 11 ORADE 15 l GRADE 17 GRADE 16 ORADE 13 GRADE 11
l l ACCT. TECH. I1II ] l
GRADE 13
CLERK TYPIST III ADMIN. ASST. I FISCAL SERVICE ACCT. TECH. IIX
l SPECIALIST II
GRADE 11 ORADE 13 GRADE 16 GRADE 13
[ l EXAMINER TECH. I ] l
GRADE 12
CLERK TYPIST II ACCT. TECH. II FISCAL SERVICE ACCT. TECH. II
I SPECIALIST II
GRADE 9 GRADE 11 GRADE 16 GRADE 11
INFO. PROC. SPEC. } |
11
GRADE 11 :
ACCT. TECH II ACCT. TECH. IX
[ GRADE 11 GRADE 11
ACCT. TECH. II [
GRADE 11
ACCT. TECH. I1
[ GRADE 11
ACCT. TECH. 1I
GRADE 11

PX000
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DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES DIVISION EXHIBIT 5
OFFICE OF THE COMPTROLLER
PROPOSED ORGANIZATIONAL STRUCTURE
COMPTROLLER/ ADMINISTRATIVE
ADMINISTRATOR SECRETARY
SUPPORT/PAYROLL SPECIAL TAX ESTATE TAX FISCAL SERVICES FINANCIAL SVCS
ADMIN ASST. III FIS SYCS SPEC 1V W?m‘r SYSTEMS ANALYST mm”MT

ADMIN ASST, II M!'?: 31 FISCAL SERVICES FI5 SVCS ACCOUNTING

— 1 TECH - SPECIALIST II SPEC. III TECH 11X
ADMIN ASST 1 ACCOUNTING EXAM FIS SYCS ACCOUNT ING

e —1 - TECH 1II t— TECH I SPEC. 11 TECH II
INFO. PROC, EXAMINER CLERK FIS SVCS, ACCOUNTING

ﬂ SPECIALIST IX =1 TECH 1 4 TYPIST 111 SPEC. 11 TECH I1
ACCOUNTING INFO PROC. CLERKX ACCDUNT ING ACCOUNTING

— TECH 1T —4 SPECIALIST II — TYPIST III TECH 111 TECH II
CLERX ACCOUNTING CLERK ACCOUNTING

- TYPIST 11 — TECH 11 — TYPIST 11l 1 TECH II
CLERK ACCOUNT ING CLERK ACCOUNTING

et TYPIST 111 bt TECH I1 — TYPIST 111 — TECH 11
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MICROGRAPHICS - INCOME /CORPORATE FILES
CQurrent Skuation

The Records Management Section within the Administrative Services Division includes three sections:
Micrographics, Income and Corporate Flles, and Warehouse operations. Two of the three sections have
closely aligned functions. Both are small and each has its own supervisor. In addition, one unit has
employees serving as "leads.” In this connection, an opportunity exists to combine the operations of both
into one unit.

The Micrographics Unit is staffed by a supervisor and two leads plus five permanent line workers.
The lead clerks are classified higher than the line employees, but lower than the unit supervisor. One lead
supervises part time, the other iead position functions most often as a line employee. Temporary employees
(from one to fifteen) are added during heavy tax times, chiefly during individual income tax retumn season.
The unit’s work consists of unstapling, straightening and otherwise preparing all documents for microfiiming,
operating several microfiiming machines to microfiim all documents, and rebatching and restapling material
for the Income and Corporate Files Section.

The income/Corporate Flies section has a supervisor and two clerk typists. The section handles
copy orders of the source film (seven copies are made by private vendor); distributes fiim copies throughout
the Agency; picks up and shreds small volumes of sensitive documents (large batches are handled by
outside contractor); and serves as liaison for both the DOA Records Management Center and the Agency's
warehouse for sending and retrieving needed work documents.

Both the Micrographics and Income/Corporate Files supervisor incumbents are cross-trained to fill
in for each other when required.
Impact

The micrographics supervisor's work consiasts chiefly of caring for the actual (exposed and

unexposed) film including splicing, refiming If required, and distribution. However, line employees are
trained and have their work scheduled by the two leads in the unit.
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Much of the Files Supervisor time is spent in disseminating filing information to agency personnel
(holding meetings), filling in for the two line employees (shredding and document boxing work) and
coordinating activity with the Archives Records Management Center. This supervisor aiso fills in for the
micrographics supervisor on occasion. A minimal percentage of time appears to be spent in actual
supervision. :

in effect, there are four positions contributing to the supervision of seven full-time and two part-time
line employees. The two sections’ respective duties are necessarily closely coordinated. Even though staff
requirements seasonally expand and contract, not all positions are needed for supervisory duties.

Recommendations

We recommend eliminating one of the two Administrative Support Supervisors and merging the two
sections of Micrographics and Income/Corporate Files. The proposed structure, together with other section
organizational changes Is highlighted in Exhibit 6, Procurement and Facllities/Records Section, Proposed
Organizational Structure (Administrative Services Division).

The resulting unit would have seven line employees, of which two would be leads assisting in work
scheduling and monitoring, and one supervisor.

Bonefits

The excess supervisory duties represented by the four positions now involved in supervision will be
eliminated. Cioser coordination and sequencing of operations between the two operations can be realized
by having a one unit-one supervisor structure. Cost savings include one Administrative Support Supervisor
| (grade 14) at $26,538 (includes ERE).

Implementation
« Communicate plan for unit consolidation to Records Management employees

= Eliminate position in accordance with Personnel Division ruies.
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ADMINISTRATIVE SERVICES DIVISION
PROCUREMENT AND FACILITIES/RECORDS SECTION

PROPOSED ORGANIZATIONAL STRUCTURE
ADMINISTRATOR
aso 11
INPORMATION
PROC SPEC 11
I ] ]
MICROBRAPHICS NANENOUSE FACILITIES
FILES INIT
ADMINISTRATIVE
ADMINISTRATIVE ADMINISTRATIVE CLERK o
SUPERVISOR 1 L1 SUPERVISOR 1 TVIST 11
ADMINISTRATIVE
(LEAD) s, CLERK
ASST 111
—{  McRoFnn 4 woem 1 = RO
TECH 11
WAREHOUSE
(LEAD) s, CLERK
WORKER 1
L MICROFILM - woeR 1 = BRI
TECH 11
WAREHOUSE
MICROFILM s, CLERK .
= TECH 1 L4 WORKER I L]  1rist:
KICRCFILM CLERICAL
- TECH 1 - ASST,
MICROFILM CLERICAL
- TECH 1 — ASST.
MICROFILM CLERICAL
- TECH 1 - ASST,
PROCUREMENT
MICROFILM CLERICAL
= TECH 1 - ASST,
FORMS ANALYST BUYER I
m
B CLERICAL
- TYPIST I — ASST,
CONTRACTS/ BUYER
BUVER ASSIST
CLERK CLERICAL
L1 st L ASST.

Y4093-5
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ADDITIONAL ATTORNEY POSITION
Curront Skuation

The Department of Revenue's Internal Audit/Criminal Investigations unit funds one Attorney position
in the Arizona Attorney General's (A.G.’s) Office through an intergovernmental Agreement. The Attorney
dedicates 100% of time avallable to the pursult of criminal indictments by the Grand Jury and the
prosecution of criminal tax cases. The Internal Audit/Criminal investigations Unit currently has 54 active
cases. The prosecutor In the A.G.’s Office receives tax cases referred by the Internal Audit/Criminal
investigation’s Financial Investigations Auditors. The Internal Audit/Criminal Investigations Unit averages
15 referrals per year. The prosecutor averages 12 criminal indictments per year.

A backiog of seven active tax cases exists at the A.G.'s Office with an estimated tax llability of $1.4
Million. Four active cases will be added to the backiog within the next four months. In addition, nine of the
54 active tax cases at DOR awalting referrals have a total estimated tax liability of $1.98 Million. The
remaining 45 tax cases at DOR are on hold because the degree of tax violation is unknown or the
investigation will result in civil action rather than criminal prosecution.

impact

« One Prosecutor in the A.G.'s Office is insufficient to handle the volume of criminal
tax cases generated by the Internal Audit/Criminal Investigations Unit

e There is a backiog of active tax cases awalting prosecution
* Some active tax cases which are open have been awaiting prosecution by the A.G.’s

Office for years, which results in Financial Investigation Auditors spending additional
time updating tax case records.

Recommendations

We recommend the addition of one Attorney at the A.G.'s Office to handle the volume of criminal
tax cases requiring prosecution.
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e The proposed addition of (1) Attomney to the A.G.'s Office will resuit in revenue
enha_ncement by increasing the number of active tax cases prosecuted annually.
One attorney (Assistant A.G.) = $55,000 including ERE

The expenditure of $55,000 will yield a potential coliection of $1.98 Million (nine tax cases at DOR)
in estimated tax liability plus $1.4 Million (seven tax cases at the A.G.’s Office) in estimated tax liability

s An additional Attorney will enable the A.G.’s Office to adequately handle the volume
of active tax cases referred for prosscution by the Internal Audit/Criminal
Investigations Unit ‘

= Voluntary compliance increases when criminal prosecutions and convictions are
printed in the newspaper

* Reduces the number of backlogged active tax cases

* Increase the number of active tax cases referred to the prosecutor in the AG.’s
Office

* Reduced necesslty for updating tax case records awaiting prosecution

» Total estimated revenue enhancement approximates $1,980,000 with a potential total
estimated revenue enhancement of $3,380,000 (includes convictions on all seven tax
cases currently in the A.G.'s Office with a potential total estimated revenue of
$1,400,000).

Implementation

» Communicate with the A.G.’s Office regarding intentions to fund an additional
Attorney for prosecution of criminal tax cases

» Increase budget request to cover the funding of the additional position
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Obtain Position Description Questionnaire (PDQ) from Attorney General's Office and
coordinate the establishment of one additional Attorney position at the A.G.’s Office

Coordinate recruitment and special selection preference through State Personnel
Division for interviewing and selection by the Attorney General’s Office

Coordinate the additional Attorney’s responsibliities and duties with the other
Prosecutor funded by DOR In the A.G.’s Office.
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ARMORED CAR PICKUP SCHEDULE
Current Skugtion

At present, a cut-off time of 2:00 pm has been established for Remittance Processing to submit its
last transmittal of cash/checks to the Comptrolier's Office. This early cut-off is required to provide the
Comptrolier sufficient time to prepare the Cash Letter and accompanying deposit documents for Security
Pacific - the depository bank. Security Pacific Bank presently schedules Its final armored car pick-up of
the day for 3:30 pm.

In this connection, én opportunity exists to accelerate the bank deposit of payments received each
day by DOR of income Tax returns. '

impact

The Comptroller has stated that the bank does not actually require receipt of the final deposit until
6:00 pm of each day and that, if the final pickup of cash/checks could be delayed ancther hour, the
Comptroller's Office - working with Remittance Processing — could significantly increase the dally deposit
amount.

Recommendagtions

We recommend the State Treasurer's Office negotiate for a 4:30 pm pickup by Security Pacific Bank.
Discussion with this Office indicates the bank is willing to comply.

After being informed of the new pick-up schedule by the State Treasurer, the Comptrolier's Office
should arrange with Remittance Processing for a later daily cut-off.

Bonefits

The availability of these extra deposits will assist in improving "cash flow." As an example, twice
yearly, a cash "crunch” is experienced when the April and May expenditures for State Aid to Schools
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become due. For eight months of the year, the Treasurer is liable for $100 million plus payments to the
schools. However, in April and May, the payment amounts are doubled, resulting in $200 million plus
expenditures on the 15th day of each month. To meet these obligations, the Treasurer's Office may at times
be required to issue Treasurer's Warrant Notes. The Treasurer's Office has calculated the interest due on
such a short-term loan would be paid at approximately the same rate as short term tax anticipation, or
revenue anticipation notes.

Savings

No savings are projected. The main benefit is the improved cash flow for the Treasurer's Office and
the prevention of short-term borrowing.

Implementation activities:

*  Renegotiation of armored car pickup schedule with Security Pacific Bank by the Treasurer’s
office.

»  Change to a later cut-off time for final cash/checks delivery by Remittance Processing to the
Comptroller’'s office.
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Clerical assistance within the Taxpayer information and Assistance Section Is rendered through
a separate clerical unit headed by an Administrative Support Supervisor. This does not allow for the review
of the clerical pool within the same unit where the work originates. Quality Control of work can be
strengthened by distributing the clerical employeas to the work unit.

The Phoenix location of the Information and Assistance Section is organized into two units —
Business Tax and Income Tax. A separate support unit is composed of seven clerk typist positions and a
supervisor. Each unit has telephone unit personnel for answering questions, and case workers for handling
research on the more difficult taxpayer issues.

Two levels of clerk typist are in the support unit. The three clerk typists | positions handle primarily
docurnent pulls and microfilm copies needed for case workers' research. These employees also serve as
receptionist/telephone switchboard operators for the Department. The clerk typist Il positions handle the
typist load for the case work units.

The current work flow process is shown in Exhibit 7, Caseworker Clerical Support, Present Work
Flow Process. Handwritten work to be typed (usually correspondencs) is generated by the case workers
in both the Business Tax and Income Tax units. Work to be typed is assigned by the clerical supervisor.
Most work is proofread by the clerical supervisor, given to the quality control unit for another quality check
along with the completed case file. The quality control unit sends taxpayer record adjustments to the
Comptrolier's Office, if required, and then mails out correspondence.

Impact
The quality control for typewritten work does not rest with the originating caseworker or
casaworker supervisor, but is located instead in the separate clerical unit. Only under exceptional cases

(e.g., a requirement for some clarification) would the typist material retumn to the originating unit.

Documents and microfilm pulls needed to complete casework research are also conducted within
the separate clerical unit, after the originating assignment has surfaced from the case worker.
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Recommendations

We recommend reassigning those clerical unit employees who handle casework typing and
document pulls to casework units coordinating the research and generating the typewritten work, and
eliminating the clerical unit supervisor. The individuals who-are involved in receptionist duties should be
assigned to either of the unit supervisors or the section administrator.

Typing and other clerical work should be reviewed by the originator and unit supervisor along with
the rest of the elements of the case. The caseworker supervisor will brovide supervision for the entire unit,
eliminating the need for the clerical unit supervisor. The proposed process Is shown in Exhibit 8, Casework
Clerical Support, Proposed Work Flow Pracess.

We also recommend investigating the feasibility of having case workers perform typing functions
through automated systems, thus reducing the need for clerical staff.

Bonefits

Assigning the clerical support staff to the units which originate the need for this support will
establish quality control at the lowest possible level and at a point closest to the originating case research.
All elements of the case, including basic research, documents reviewed, action taken, and correspondence

developed will be under the control of the case work unit supervisor.

Cost savings include: elimination of the clerical unit supervisor — Administrative Support Supervisor
(grade 14, salary plus ERE) = $26,538

Implementation

« Communicate reassignment plans to Taxpayer Information & Assistance staff, including
changes in work process.

¢ Implement plan in accordance with State personnel rules.
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CASEWORKER CLERICAL SUPPORT
PRESENT WORK FLOW PROCESS

EXHIBIT 7

TAXPAYER SUPPORT
CASEWORKER

CASEWORKER SUPERVISOR CLERICAL UNIT SUPERVISOR CLERXCAL UNIT WORKER

QUALITY CONTROL UNIT

QUESTION
NEEDING
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Y

RESEARCH

CONDUCT/
COMPLETE

A 4

PULLS/MICRO
FILN RESEARCH

7

RESEARCH

A

GENERATE
HANDWRITTEN
CORRESPONDENCE

r 3

REVIEW TYPE
CORRESPONDENCE

FORWARD
FILE

FILE

A 4

N’

CORRE SPONDENCE
QUALITY
CHECK

\ 4

A\ 4

CASE FILE
QUALITY
CHECK

MAIL-OUT/
TAXPAYER
ADJUSTMENT

W4403-6
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CASEWORKER CLERICAL SUPPORT

PROPOSED WORK FLOW PROCESS

(ASSUMES ELIMINATION OF SEPARATE QUALITY CONTROL UNIT)

EXHIBIT 8

TAXPAYER SUPPORT CASEWORKER UNIY CASEWORKER SUPERVISOR UNIT MANAGER QUALITY CONTROL UNIT
CASEWORKER TYPIST/CLERK
QUESTION DOCUMENT
NEEDING PULL/MICRO
RESEARCH FILM RESEARCH
CONDUCT/
COMPLETE
RESEARCH
GENERATE TYPE
HANDWRITTEN )
CORRESPONDENCE: CORRESPONDENCE
" N —
CHECK, CORR./
COMPLETE FILE
) S
CASE FILE SPOY
> »- QUALITY CHECK CHECK

-

MAIL OUT/
TAXPAYER FILE
ADJUSTMENT

W4404-6
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REASSIGN QUALITY CONTROL FUNCTION TO LINE UNITS
Current Skuation

Within the Taxpayer Information Unit Assistance Section is a two person Quality Control (Q.C.) unit
reporting to the Section Manager. The quality control review of the work performed in the section could be
improved by having this function conducted by the sub unit where the work originates. If necessary, the
unit supervisor is also in a position to further ensure quality as required.

The work process is shown In Exhiblt 9, Caseworker Quality Control, Present Process. Work in the
section flows from the origin of a case file into either the business tax or income tax unit. A file is opened,
and research begun, for those taxpayers having questions which require research before an answer can be
forwarded.

Case workers assigned research topics utilize the clerical employee to pull hard copy documents
or microfiche to determine taxpayer file or account status. When research is complete, the case file and
any handwritten correspondence for the taxpayer is forwarded to the clerical unit. The clerical unit types
necessary material and forwards the file with typed correspondence to the Quality Control Unit.

The Quality Control Unit Is composed of a taxpayer services employee and a supervisor. The
majority of the quality control work is accomplished by the taxpayer services employee. The supervisor
assists in the work and supervises the singie employee.

Once the case file is reviewsd and determined to be in order, adjustments to taxpayer records are
ordered and correspondence, if involved, is mailed out. Changes to taxpayer records (e.g., accounts
receivable - the majority of issues needing research by the section) are not made by this unit. The required
changes are logged and sent to the accounts receivable section (Administrative Services Division) to be
adjusted by that section's employees.

Several days after the changes have been requested by the Quality Control Unit, one of the two

employees contacts the Accounts Receivable Section to determine If changes have Indeed been
incorporated. If not, the unit foliows up to determine the cause for the delay.
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impact

Quality Control of the cases researched does not rest with the originating sub unit involved in
working each case. At the unit manager level, no evidence was found that any quality control actions take
place. Instead, the section relies on a separate unit to administer the quality control function.

Recommenations

We recommend eliminating the quality control unit and realigning the quality control functions, now
administered by the Q.C. unit, with the first level case worker supervisor and, as required, the two Business
and Income Unit Managers. The revised process is shown in Exhibit 10, Caseworker Quality Control,

Proposed Process.

The section has sufficient management/supervisor levels in place (Section Administrator, Unit
Manager, and case worker supervisor) to accommodate both quality assurance and quality control functions.

Bonofits

Assigning quality control functions to the supervision of those units which originate the case work
establishes those control functions at the lowsest possible level and at a point closest to where the research
is actually accomplished.

With the introduction of clerical support into the work unit (see Recommendation entitied "Clerical
Support-Taxpayer Information & Assistance”) all elements of research can be quality checked by the existing
supervisory chain instead of a separate employee unit. In effect, quality control is established at the level
of work accountability - the supervisor and manager of the work process.

Cost savings include: elimination of the quality control unit with the following positions and costs
(includes salary and ERE):
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One Taxpayer Services Techniclan ill (Grade 14) $26,538
One Taxpayer Services Techniclan i (Grade 12) , 23.214
Total | $40.752
Implementation

« Communicate function reassignment plans with staff affected. Include specific changes in
process

« Implement plan in accordance with Stats Personnel Rules.
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CASEWORKER QUALITY CONTROL

PRESENT PROCESS

EXHIBIT 9
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FORWARD
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CASEWORKER QUALITY CONTROL

PROPOSED PROCESS

(ASSUMES ELIMINATION OF SEPARATE QUALITY CONTROL UNIT)

EXHIBIT 10
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SALES TAX LICENSE ENFORCEMENT
Cusront Sktuation

The Department of Revenue enforces the Transaction Priviege Tax License required of business
organizations by identifying, through a variety of research and investigative methods, those businesses
operating without a tax license. Although large numbers of businesses have been identified through current
and recent past efforts, Agency staff teel that maximum enforcement efforts have not been reached. in this
connection, thirtesn employess are currently involved in tax Iicense'compliance efforts.

Impact

The strengthening of the enforcement efforts have taken place under the PIER Program (Programs
for Increased Enforcement Revenues). This was a program introduced by the legislature in FY 1990-91 and
again in 1991-92 through which 297 new positions were established targeted specifically for revenue
enhancement activities throughout the Department. Some of the PIER positions have been piaced in license
compliance activities.

Initial efforts in tax license compliance were highly successful, ylelding close to one million dollars
annually per license enforcement employee. Continuing efforts are still yielding significantly increased
coliections through these enforcement actions; most recent data shows that generated amounts equate to
more than $600,000 per year per employee. Even though compliance efforts are currently bringing in
smaller amounts of dollars because high priority (large size) accounts were the Initial businesses brought
into compliance, the Department feels that added effort will continue to bring in far more dollars than
costs.

Recommendations

We recommend the addition of three enforcement employees to further strengthen the sales tax
license compliance efforts now underway. These employees could be distributed in both Phoenix and
Tucson to join the compliance efforts already underway.
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Benefits
it is estimated that the addition of each active enforcement employee will generate an average of
$200,000 per year in added sales tax license and sales tax remittances. Sixty percent of this amount would

accrue as added State revenue ($120,000); the remainder is added revenue generated for local
governmental units through local government sales tax licenses and remittances.

Revenue enhancement to the State is $360,000. The cost of personnel to implement is $74,520,
including ERE.

There will be a one-time cost for furniture and equipment of $25,500 and recurring costs of $5,000
for travel and other operating expenses.

Total annual net enhancement is $280,480.
Implementgtion

+ Establish positions through the legislative process or through reassignment of other state
government positions

» Recruit employees and assign work
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CORPORATE AUDIT RESTRUCTURE
Curront Sktugtion

The Corporate Audit Section could be better organized in a way to maximize the use of its work
force to efficiently manage its work flow. The Corporate Audit Section has four Field Audit units which are
responsible for the on-site auditing of corporations. There is aiso one Office Audit Unit which, in addition
to providing all support and clerical services to the entire section, is responsible for conducting a variety of
audits using IRS and internal reports. The Office Audit unit does all of its work "in-house" and does not

conduct ﬁeld audits.

The present organizational structure of the Corporate Audit Section reflects a limited number of
clerical staff to support the Section’s work (see Exhibit 11, Division of Tax Enforcement, Corporation Audit
Section - Present Organizational Structure). It also reflects a very broad span of control for the Office Audit
unit supervisor with a mix of clerical positions, Exam Techs and Revenue Auditors. The present organization
has a preponderance of auditing functions directed in the field audit activities.

Previous additions to staff have resulted in increased revenue generations. !n this connection,
additional opportunity exists to increase revenue generations. However, based on the following
considerations, Agency management has no plans in the current budget cycle to specifically increase

staffing:

1) Numerous new positions have been added in the last few years
2) Agency management wants to use current staffing more efficiently.

Impact

Under the present organizational configuration with Its shortage of clerical support and
preponderance of positions dedicated to field audit activities, the Corporate Audit Section has been forced
to use its Exam Techs to do data input and other clerical functions rather than doing simple office audits,
and research. Office Audit functions are restricted to existing staff, thus limiting the unit's overall audit
activity. Office audits generate more revenue per auditor at less cost for salary and travel than field audits.
Finally, the span of control for the Office Audit Supervisor is currently 17 positions, and includes a mixture
of support functions as well as office audit functions.
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Recommendations

We recommend the following improvements:

+ Create a new unk to handle support functions for the Corporate Audit section. This
will relleve the Audit Supervisor from having to supervise support staff and
consolidate support functions in a single unit.

» Establish an Administrative Support Supervisor | position (grade 14) to supervise this
proposed unit. This position is required to address the unit's support activities.

» Establish two additional Clerk Typist i (grade 9) positions to augment existing
clerical support. This will allow the Exam Techs to be relieved of clerical
responsiblities and free them for research and tax audit work.

» Transfer all examiner techs and existing and proposed clerical support staff to the
Administrative Support unit. This concentrates support functions in one central
location under one supervisor.

» Establish two additional Revenue Auditor ill positions (grade 18) and locate them in
the Office Audit unit. This enhances the office audit unit's capability to increase
collection.

» Downgrade three Revenue Field Auditor Il positions (grade 19) to create the two
Revenue Auditor lil positions and to create some of the funding for the establishment
of the Administrative Support Supervisor and the Clerk Typist Il positions. The
remaining position and funding can come from positions eliminated in other
recommendations:

(See Exhibit 12, Division of Tax Enforcement — Corporate Audit Section, Proposed Organizational
Structure for details.)

DOR - 44



Bonefits

The following benefits will be realized:

Downgrading two of the three Revenue Field Auditor Il positions (grade 19's) to
Revenue Auditor Il positions (grade 18) will yield an annual savings of $5,988. This
is calculated on the basis of midpoint salary for a grade 18 at $29,203 per annum
versus the midpoint salary of a grade 19 at $31,647 per annum, plus a .225
Employee Related Expense (ERE). This is $2,994 per posttion times the two
positions

Downgrading the third Revenue Field Auditor |l position (grade 19) to an
Administrative Support Supervisor | position (grade 14) will yield a savings of
$12,229 per annum. This Is calculated on the basis of a mid-point salary for an
Administrative Support Supervisor position (grade 14) at $21,664 versus the salary
for a Revenue Field Auditor I! (grade 19) at $31,647 per annum, plus a .225 ERE

Downgrading the three Revenue Field Auditor lll positions (grade 19) will generate
$30,000 in savings. Each position currently expends $10,000 per year on in-state
and out-of-state travel

These savings and some savings from other recommendations generated can be
used to establish the two proposed Clerk Typist Il position (grade 9) at a cost of
$39,352, including ERE

Restructuring of the Section for Corporate Audit improves efficiency, maximizes the
use of its staff and generates savings

Establishing two more clerical positions and an Administrative Support Supervisor
position allows the three Exam Techs to begin to conduct simple office audits
instead of the clerical functions they are now performing. The anticipated revenue
to be generated through the redeployment of the Exam Techs is projected to be
$1,500,000 per year
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» Reclassifying the Revenue Field Auditor II's to the Office Audit position of Revenue
Auditor 11l will yield the following changes in revenues:

- The average Revenue Field Auditor Il generates an average of $350,000 in collections per
year. Downgrading three positions results in a projected ioss of revenue on the field audit
side of $1,050,000 per ysar

- The average Office Auditor (Revenue Audttor lil will generate an average of $750,000 per year
in collections. Adding two new Office Auditors will result in projected revenues of $1,500,000

per year

- The net gain in revenues from these two sections is $450,000 per year

+ Total recurring savings in staff and travel for this recommendation in State dollars
Is $8,865 per year

» Total projected revenye for this recommendation Is $1,950,000 ($1,500,000 from the
Exam Techs and $450,000 from the two Office Auditors.

Grand Total = $1,958,865

(There will be a one-time cost for five networked personal computers with software - estimated to
be $25,000).

Smasn sl

+ Develop reorganization proposal and submit along with required paperwork to
agency management for approval and routing to Personnei

» Agency budget request should reflact added clerical position or a position within
DOR should be reallocated to Corporate Audit

 Transition Exam Tech to doing simple audits. This should include training, etc.

» Develop plan for expanded Office Audit activities based on known workioad.
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WITHHOLDING TAX TRANSFER

Current Skuation

Employers in Arizona are required to interact with two State agencies in the collection and audit of
withholding and unemployment insurance taxes.

The Department of Revenue (DOR) Is responsible for tax collection and audit activities for employer
withholding tax and the Department of Economic Security’s (DES) is responsible for the Unemployment
Insurance (Ul) Program. Both Agencies relate with the same employers in the collection and audit activities
for unemployment insurance tax. There is a 98% match of emplioyers between the two tax areas.

Both DOR and DES/Ui employ staff to process tax payments and to perform audits of Arizona
employers. Each agency maintains separate time frames, procedures, and forms, for tax submittal, and
conducts audits using their own methodology and schedules. it should be noted that there are two Field
Auditors assigned to the withholding unit at DOR and 45 Auditors in the Ul Tax Program.

Impact

There are two major state agencies interacting with the same employers, each utilizing different staff,
collection and audit methodologies, forms, and scheduling.

This situation resuits in duplication of effort, specifically in the audit area, but more importantly is a
significant burden for employers. Employers are required to follow two different sets of guidelines, to
schedule different dates for audits, and to utilize different forms in order to comply with the two State
agencys’ policies and procedures.

There is also a disparity in the level of audit coverage between the two agencies. With only two
auditors in DOR assigned to its withholding audit program, the number of audits conducted is far fewer than
the DES /Ul Tax side which employs 45 auditors. This obviously increases the possibility that non-payment
and other violations such as late payment and underreporting will go undetected by DOR Field Auditors.
This translates to lost revenue and non-compliance with Arizona tax code.
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Recommendations
We recommend the following improvements:

 Transfer the withholding tax responsibiiities of DOR to the DES/UI Program along with all staff
currently specifically identified to the withholding area, except audit staff

+ Perform an analysis to determine the number of FTE positions working within the withholding
tax area, specifically in the document's processing, data entry, data processing, Comptrolier, and
collections area, and transfer positions assoclated with the number of FTE positions to DES

+ Standardize policies, procedures, and forms

+ Reassign each of the two Revenue Field Auditors currently employed to conduct withholding
audits back to the Sales and the Corporate Audit Section respectively.

+ The auditor reassigned to Sales Audit will generate $420,000 in collections annually
» The auditor reassigned to Corporate Audit will generate $350,000 in collections annually
+ Total revenue to be realized by redeploying these two staff is $770,000 annually

» Eliminates major overlapping functions and creates one tax entity for employers to deal with in
the Ui and Withholding Tax areas

« Significantly reduces workioad and procedural complexity for employers
» Wil provide for much broader coverage in the withholding tax auditing of employers

- Ut staff indicate there are significant savings to be realized but the actual dollar figures are
not avaliable (no historical data)
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- There will nead to be shared cost (per Federal law) of the 45 Ul auditors since they cannot
do State work using Federal funds

- There will be start-up costs, including EDP and planning for which State dollars will need to
be made avallable. These costs are difficult to estimate at this time

- The shared costs and start-up costs should be more than offset by the revenues generated
through comprehensive audits.

implemontation
+ Legisiation needs to be amended to facilitate transfer

» Set-up a transition task-force comprised of key staff from both agencies to develop a transition
plan (general funds to cover salaries of federally funded task force members will need to be

appropriated)
- Analyze EDP requirements and budget
- Analyze personnel needs, including existing dedicated staff and FTE's at DOR (previously
identified)
- ldentify other issues pertinent to transfer and make recommendations
* Develop shared cost methodology per federal law, for audit staff and budget accordingly
« Develop budget for other up-front costs identified

+ Iimplement transfer over an 18 month transition period

» Start-up and shared staffing costs are to be determined in implementation phase. However,
these costs should more than be offset by the revenues generated by increased and enhanced

audit activities.
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QUALITY CONTROL FUNCTIONS - AD'S OFFICE
Current Skuation:
There are two Quality Control (QC) positions (Revenue Field Auditor lil's - grade 19) organizationally

housed in the Assistant Director's office. However, we find that they are not engaged In significant QC
activities.

These two positions are theoretically supposed to be used for randomly reviewing audits in the
individual, withholding, sales and corporate audit areas. The two positions feport directly to the AD's

Executive Staff Assistant. In discussing their activities, one of the individuals commented that they do few,
If any, random reviews of case audits.

Impact

As one of these two positions is not actively engaged in QC reviews and as updated Supervisory
review functions should allow for increased QC, one of the two positions is lost to production audit
functions. In effect, the Department and the State loses the revenue this audit position can generate.

Recommendgtions

We recommend one of the quality control positions be transferred back to the sales tax audit section
and assigned a caseload. We further recommend the remaining quality control position concentrate on
quality control work in the Individual Audit Section, per the Auditor General's report.

Bonofits

» The sales tax audit position will generate approximately $420,000 per year in actual collections.
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Implementation

« Transfer the Revenue Field Auditor position back to the area identified

» Assign caseload.
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INDIVIDUAL INCOME TAX AUDIT
Curront Skuation

The Individual Income Tax Audit Section is responsible for the auditing of individual income tax and
employer withholding taxes.

To ensure consistency and accuracy in the performance of audits, the Individual iIncome Tax Audit
Section has reassigned a Revenue Auditor lil in each of its seven units located in Phoenix and Tempe to
review all audit findings. This was done because of the broad spans of control managed by the Revenue
Audit Unit Supervisor | positions in each location. in this connection the Revenue Audit Unit Supervisors
do not have adequate time to review audits themseives and typically review a case only if an informal review
of findings is requested by the taxpayer.

Impact

The large spans of control do not permit the Revenue Audit Unit Supervisors to do the audit reviews
which should be an integral part of their duties (see Exhibit 13, Individual Income Tax Audit Section, Present
Organizational Structure, and Exhibits 14-17 for Unit Organizational Structure).

This situation requires that they assign a Revenue Auditor Il to do new reviews. Since they are
doing audit reviews almost full-time they are not available for audit production work which is the Revenue
Auditor 1II's primary responsibliity.

Recommendations
We recommend the following actions to Improve spans of control and workioad distribution.
* Reclassify five of the Revenue Auditor Ili (grade level 18) positions to Revenue Audit Unit
Supervisor I's (grade level 19) to create four additional audit units. In this connection, we
recommend the following specific actions:

- Allocate two of these units to the Phoenix office

- Allocate two of these units to the Tempe office
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- Abolish a Clerk Typist Il (grade level 9) to create funding for the reclasslification of this
position which does correspondence is earmarked for elimination from the Administrative
Support Unit. A new letter package is being implemented on the computer system which
will reduce this position’s workioad)

Restructure the existing and new units to equalize spans of control (see Exhibit 18, Individual
Income tax Audit Section —~ Proposed Organizational Structure, and Exhibits 19-22 for Unit
Organizational Structure).

Reallocate the remaining two Revenue Auditor Ill positions to do actual audit work

Assign audit reviews to unit supervisors

The two Revenue Auditor lii positions which are realiocated to full-time audit activities will each
generate $353,000 in collections annually for a total of $706,000 in new revenue

The abolishment of a Clerk Typist |l (grade level 9) position will create $16,062 salary plus $3,614
ERE (.225) for total avallable funds of $19,676 to effect reclassification

- The cost of reclassification will be $14,965 (the difference between grade 19 and grade 18
at the mid-range salary level plus .225 ERE)

- vin 711

Provides for the proper span of control to facllitate the assumption of audit reviews by
supervisors.

Implementation

Abodlish clerical position to create funds for reclassifying Auditor ill position

Create five additional Revenue Audit Unit Supervisors from five of the seven Revenue Auditor ill
positions currently engaged in full-time review activities

DOR - 55



« Fill new positions and restructure units per Exhibits 18-22, Proposed Qrganizational Stryctures
* Restructure the Unit Supervisors positions to include review functions.
* Reassign the remaining (2) Revenue Auditor lii positions to full-time audit activities

» A thorough analysis of the clerical pool (Administrative Services) needs to be conducted to
determine if it can be realigned to address work in a more efficient manner. The change to a
new letter package system also mandates a need for review

» An analysis of the Tucson office audit and clerical functions needs to be conducted for possible
restructuring consistent with the Phoenix and Tucson office alignments. There may be some
increased costs assoclated with changes, if implemented

+ Purchase networked personal computers for newly created supervisor positions. Estimated one-
time cost of $25,000.

The withholding unit is not reflected in the proposed organizational chart since it was recommended
that the withholding tax activities be transferred to DES (see Withholding Tax Transfer for further
information).
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EXHIBIT 15

DEPARTMENT OF REVENUE
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EXHIBIT 17
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1 POSITION 1 POSITION 1 POSITION 1 POSITION 1 POSITION 1 POSITION 1 POSITION 1
[ 1} 1
g ' [}
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EXHIBIT 19
DEPARTMENT OF REVENUE
INDIVIDUAL INCOME TAX AUDIT SECTION
PROPOSED ORGANIZATIONAL STRUCTURE
PHOENIX
ADMINISTRATOR
INDIV_ INCOME TAX
AUDIT SECTION
GRADE_23
1 POSITION
REVENUE AUDIT
UNIT
SUPV 11
GRADE 20
1 POSITION
REVENUE AUDIT % REVENUE_AUDIT # REVENUE_AUDIT REVENUE_AUDIT REVENUE AUDIT REVENUE AUDIT REVENUE AUDIT # REVENUE_AUDITOR
UNIT UNIT UNIT UNIT UNIT ONIT UNIT 111
SUPV 1 SUPV 1 SUPV 1 suPv 1 SUPV 1 SUPV 1 SUPV 1
ORADE 19 ORADE 19 ORADE 19 ORADE 19 ORADE 19 ORADE 19 ORADE 19 ORADE 18
1 POSITION 1 POSITION 1 POSITION 1 POSITION 1 POSITION 1 POSITION 1 POSITION 4 POSITIONS
REVENUE_AUDITOR REVENUE AUDITOR REVENUE_AUDITOR REVEWUE_AUDITOR REVENUE AUDITOR REVENUE_AUDITOR REVENUE_AUDITOR HEARINGS
111 11 111 111 111 111 111
L H = = UNIT
GRADE 13 GRADE 18 ORADE 18 ORADE 18 ORADE 18 omaDE 18 ORADE 18 t
2 POSITIONS 2 POSITIONS 2 POSITIONS 2 POSITIONS 3 POSITIONS 3 POSITIONS 3 POSITIONS
REVENE ALOITOR REVENUE AUDITOR REVENUE AUDITOR REVENUE AUDITOR REVENUE AUDITOR REVENUE AUDTTOR REVENUE AUDITOR
1 ook 17 ORADE 17 GRADE 17 ORADE 17 1 ommoe 1y 1 omave 17 1
3 POSITIONS 3 POSITIONS 3 POSITIONS 3 POSITIONS 2 POSITIONS 2 POSITIONS 3 POSITIONS
EXAM TECH 1 EXAM TECH 1 EXAM TECH I EXAM TECH I EXAM TECH I EXAM TECH 1 EXAM TECH I
L1 orane 1 ORADE 12 ORADE 12 GRADE 12 L] orave 12 L] onaoE 12 L] omaoe 12
3 POSITIONS 2 POSITIONS 2 POSITIONS 2 POSITIONS 2 POSITIONS 2 POSITIONS 2 POSITIONS

INDIVIDUAL

AVUDIT

¥NEW JUNITS

INDIVIDUAL

AUDIT

INDIVIDUAL

AUDIT

INDIVIDUAL

AUDIT

INDIVIDUAL

AUDIT

INDIVIDUAL

AUDIT

TBA UNIT
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DEPARTMENT OF REVENUE

TEMPE

ADMINISTRATOR
INDIV INCOME TAX
AUDIT SECTION

GRADE 23
1 POSITION

INDIVIDUAL INCOME TAX AUDIT SECTION
PROPOSED ORGANIZATIONAL STRUCTURE

EXHIBIT 20

REVENUE AUDIT %
UNIT

SUPV I
ORADE 19
1 POSITION

REVENUE AUDIT %
T

REVENUE AUDITOR
111

ORADE 18
4 POSITIONS

R!VEHU% xAl.lDI'N)R

ORADE 17
2 POSITIONS

EXAM TECH 1

— ORADE 12

1 POSITION

¥NEW UNITS

REVENUE AUDITOR
111

ORADE 18
3 POSITIONS

REVENUE IAUDIYOI

GRADE 17
3 POSITIONS

EXAM TECH I

— ORADE 12

1 POSITION

REVENUE AUDLT
UNIT
Surv 1
GRADE 19
1 POSITION

REVENUE AUDITOR
134

ORADE 18
3 POSITIONS

REVENU? 'AUDITM

GRADE 17
3 POSITIONS

EXAM TECH I

— ORADE 12

1 POSITION

REVENUE AUDIT
. UNIT
SUPY I
ORADE 19

1 POSITION

REVENUE AUDITOR
131

ORADE 18
3 POSITIONS

REVEIUE !MIDITOR

ORADE 17
3 POSITIONS

EXAM TECH I
— ORADE 12
1 POSITION
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DEPARTMENT OF REVENUE
INDIVIDUAL INCOME TAX AUDIT SECTION
PROPOSED INCOME TAX SECTION

TUCSON

ADMINISTRATOR
INDIV INCOME TAX
AUDIT SECTION

GRADE 23
1 POSITION

REVENUE AUDIT
UNIT

SUPV I
GRADE 19
1 POSITION

EXHIBIT 21

|

REVENUE AUDITOR
11

GRADE 18
4 POSITIONS

REVEII!I !MIDITOR

ORADE 17
4 POSITIONS

I

REVENU% AUDITOR EXAM TECH 1
GRADE 12
ORADE 16
1 POSITION 2 POSITIONS

CLERK TYPIST

SECRETARY
GRADE 11
1t POSITION
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EXHIBIT 22
DEPARTMENT OF REVENUE
INDIVIDUAL INCOME TAX AUDIT SECTION
PROPOSED ORGANIZATIONAL SECTION

ADMINISTRATIVE SUPPORT

ADMINISTRATOR
INDIV INCOME TAX
AUDIT SECTION

GRADE 23
1 POSITION

ADMINISTRATIVE
SUPPORT

1 POSITION

90 - HOQ

ADMINISTRATIVE ADMINISTRATIVE ADNINISTRATIVE
S T SUPPORT SUPPORT

UPPOR

sury 1 SuUPY 1 sury I
ORADE 14 GRADE 14 ORADE 14
1 POSITION 1 POSITION 1 POSITION

ACCOUNT INO INFORMAT ION CLERK TYPISY
TECH II PROCESS ING I
b1 - SurY 1 -
ORADE 11 ORADE 14 ORADE 11
1 POSITION t POSITION 3 POSITIONS

CLERK TYPIST CLERK TYPIST CLERK TYPIST
11 ) $ ¢ S 11

GRADE 11 GRADE 11 ORADE 9
4 POSITIONS 4 POSITIONS 2 POSITIONS

TEMPE

CLERK TYPIST CLERK TYPIST
11 L 11

GRADE 9 GRADE 9
6 POSITIONS 4 POSITIONS

PHOENIX PHOENIX
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OPPORTUNITY COST OF MANUAL LEGAL RESEARCH

Cusvont Skuation

There are several sections within the Department of Revenue (DOR) where personnel involved in
various aspects of tax law require the research, analysis and interpretation of legal issues. Some current
procedures for performing legal research are inefficient and reduce the productivity of various positions in
the Agency.

Tax Policy Section

The Tax Policy Section consists of three units. The Policy Assistance Unit responds to taxpayers’
inquiries by researching, analyzing and interpreting tax law and issues written “letter inquiries”. The
Enforcement Assistance Unit reviews enforcement procedures and tax issues and provides written
interpretation (legal briefs) to assist the Tax Protest Units in the Enforcement Division. The Legal Practices
and Procedures Unit is responsible for the promuigation of rules. The Tax Policy Section primarily conducts
manual paper research in the library. Sometimes the Tax Policy Section has unlimited free access to
Arizona State University’s electronic legal research fibrary through the University’s two law student interns
fulfilling their field practicum at DOR. There are two electronic legal research library software systems
available for utilization by the student interns, The WESTLAW and LEXIS systems are a computerized legal
research tools which inable the user to query specific topics and quickly access tax information.

Although the exact number of inquiries requiring legal research was not available, Tax Policy
personnel stated that they complete approximately 1,200 of these inquiries per year in addition to their other
duties.

Hearin ion

The Hearings Office conducts hearings on taxpayers’ petitions for review of tax assessments made
by the Department and issues written decisions on the propriety of assessments. These written decisions
require manual paper research of legal issues. Hearings Office staff utilize the electronic legal research
system at the Capitol Library. The Capitol Library charges DOR $3.00 per minute and 2.5 cents per line for

o = LR 2
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In 1989, DOR personnel considered purchasing a compact disc (CD ROM) tax law library system
and contacted a local computer software company to explore software acquisition. However, the CD ROM
tax library system did not contain Arizona Tax Law or a Property Tax component.. DOR'’s efforts to obtain
the CD ROM software were discontinued. '

Impact
There is an opportunity cost to the Department of Revenue for manual legal research. Manual
compared to automated legal research is Inefficient, consumes more man-hours which reduces productivity,

and limits the amount of tax law information/sources available to personnel making legal rulings or preparing
for litigation.

TABLE 1: FTE TIME D TO MAN LE RE H
Tax Policy

Tax Policy has 15 FTE posltions spending approximately 50% of their time conducting manual legal
research. (Based on 1,840 actual annual work hours per person.)

2 Tax Analll's  $20.23/hr. X 820 hrs.= $18611 X 2 = $ 37,223
10 Tax Analll's  $18.51/hr. X 920 hrs.= $17,029 X 10 = $170,290
3 TaxAnal.I's  $16.85/hr. X 920 hrs.= $15502 X 3 = $ 46,506

$254,019

920 hrs. X 15 FTE = 13,800 hrs.

Hearings Office

The Hearings Office has four FTE positions spending approximately 30% of their time conducting
manual legal research.

3 Hear. Off. $24.30/hr. X 552 hrs. = $13,414 X3 = $40,242
1 Admin. $24.30/hr. X 552 hrs. = $13,414 X 1 = $13.414
$53,656

552 hrs. X 4 FTE = 2,208 hrs.

DOR - 68



Total Hours of Research, Analysis & Interpretation = 16,008 or 8.7 FTE

Total Value (Research, Analysis & interpretation) = $307,675.

Recommendations

We support DOR'’s desire to purchase Tax Law Library software on compact disc (CD-ROM) to
conduct legal research.

We also recommend the elimination of one Tax Analyst | (Grade 21) in Tax Policy.

Bonefits

Legal research software will increase productivity and reduce related manual procedures by
50%. Current annual backlogs of 60 inquiry letters will be reduced and service levels to
taxpayers will dramatically improve. This recommendation will effectively increase the
productivity in the Tax Policy Section and the Hearings Office and increase the amount of time
available to accomplish the additional duties detailed below.

- The Tax Policy Administrator plans to devote the additional time gained to provide more
information to the taxpayer, such as a Summary of Arizona’s Taxpayer's Bill of Rights;
produce more administrative tax policies and procedures; and shorten the response time to
taxpayers in issuing responses to inquiries and preparing rules

- The Hearings Office Administrator plans to devote the additional time gained to increase the
accuracy and shorten the response time In issuing legal decisions

Legal research software will simplify legal research by integrating materials in an index which can
be queried and cross-referenced

Legal research software will provide DOR with system enhancements in addition to case law

such as minute entries, up-to-date information on statutes, newly enacted legislation, recently
reported court rules and orders
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Legal research software is compatible with DOR personal computers and word processing
software

Legal research can be conducted within DOR and will reduce the amount of staff time spent
away from the work area

Computer hardware cosis will be minimal because DOR already has personal computers to
utilize legal research software

The legal reseafch software will provide the monthly updates on case law, statutes, regulations
and rulings to DOR personnel issuing letter rulings, legal briefs or to assist DOR in preparing for
appeals and litigation

The legal research tools will be accessible to all DOR personnel conducting research through
a Local Area Network.

It is important to note that one aspect of conducting legal research will not be impacted by the

addition of the CD ROM software. Tax Policy and Hearings Office staff will continue to have to leave their
work areas to access specific tax cases through the WESTLAW or LEXIS systems.

Ann

COST/BENEFITS OF COMPUTERIZED TAX LAW LIBRARY

vin

One Tax Analyst | + 22.5% ERE = $47,535
Annual Savings = $47,535*

*less current WESTLAW/LEXIS costs spent (Unable to be determined)
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Annyal Costs
Federal Tax Service Software (basic) $850/yr.
Estate & Property Tax) $425 fyr.
Revenue Ruling and Procedures $295 /yr.
IRS Publication on CD's $225/yr.
Annual Costs $1.795
Net Annual Savings  $45,740
One-Time Cost
Compact Disc (CD ROM) Player $ 600
Implementation

Identify desired system features (i.e., Estate Tax, Corporate Tax, Federal Income Tax etc.) -

Coordinate the purchase of a legal research software with DOR's Data Management personnel,
selected Computer Company and DOA Purchasing Office (Requests For Bids, etc.).
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DVISION CONSOLIDATION
Cusrent Situgtion
The Department of Revenue has six divisions:

* Taxpayer Information and Assistance
e Tax Enforcement

s Data Management

* Property Valuation

e Administrative Services,

» Oversight and Analysis

The divisions of (1) Administrative Services and (2) Oversight and Analysis contain 165 employees
with 15 sections and an average of 11 employees per section. The nine Oversight and Analysis sections
have less than nine FTE positions per section (see Exhibits 27, Administrative Services, Present
Organizational Structure through Exhibit 34, Purchasing Section, and Exhibit 40, Oversight & Analysis,
Present Organizational Structure through Exhiblt 50, Econometrics Section, Present Organizational
Structure). The units of both divisions serve as administrative and program support for the larger line
divisions of Tax Enforcement and Property Valuation, as well as Data Management, and to some extent
provide support for the operational oversight of the Deputy Director's office.

As recently as 1991 the Agency was organized into five divisions instead of the present six. Most
sections of the new Oversight and Analysis Division were previously located in either the Administrative

e P i rererd asdh . ,
ivicas Division or assignad with the Deputy Dirsctor in the Dirsctor’s office,

When reviewing the administration and work activities of the two divisions of Administrative Services
and Oversight and Analysis, a number of findings point to the potential for fewer management positions and
a broader span of control:

« Relatively high structyre to the work environment: For the most part, position functions and
responsibilities in these two divisions are clearly defined and structured, requiring little guidance

or corrective action from management
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Standardized and roytine services: Most services provided by these two divisions are those
which are provided in any large reguiatory agency (accounting, procurement, physical

properties and records management, publications, administrative hearings, and similar others).
Standard methods and procedures are used in carrying out objectives

ati pen § ates: Most sections are structured to function
independently of each other and requlre little coordination on a day-to-day basis

: anizations g 2 DI jong ies: As is true in many areas
of state government, limitations — over the years — on pay increases and inflexible job
classifications may have resulted in the creation of superviscry and managerial positions as
personnel rewards and incentives.

Within the Administrative Services Division, three of the six sections reporting to the Division Director

are especially small:

Facllities M ment, with three line employees headed by an administrator at a Grade 17
Estate Tax and Fidyciary, with six line employees headed by an administrator at grade 14

Purchasing, with four line employees headed by an administrator at a grade 21.

Within Oversight and Analysis Division four sections are exceptionally small:

Hearings, with three line posltions
Central Information Services with two line positions
Management Analysis with two line positions

Econometrics with three line positions
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When reviewing the missions and the actual work activities of the entire agency, Including the
operational oversight over the divisions provided by the deputy director, some appear out of alignment with
normal business unit structure.

Central Information Services within the O & A Dhwision functions as an independent
liaison/coordinator/troubleshooter between data processing personnel and the Property
Valuation Division and the various County Assessors to ensure that the needs of the users are
understood by the data processing personnel, and the technical aspects and capabiiities of data
processing are understood by the users

Taxation System Support within the O & A Division serves as data processing quality control
for taxation systems and provides impact analysis for proposed data systems, systems
eventually established by the Data Management Division. It also functions as an independent
liaison between data processing personnel and the users of the non-property tax systems

The O & A section of Bingo administers licensing and report processing similar to other special
tax administration. All other special tax administration (those not associated with the "Big Four”
of Individual Income, Corporate Income, Withhoiding and Sales) is handied within the
Administrative Services Division

Management Analysis s the smallest section in O & A, but is separate from Internal Audit both
of which are a research and analysis function. Together with Tax Policy and Econometrics, all
relate to Agency operational oversight activities cutting across all divisions, activities normally
administered by an agency deputy director

Community Activities/Publications Is a section involved in providing educational and
informational materials and presentations to the public and the accounting community as well
as throughout the agency

While the Hearings Section could be administered at any organizational location away from the
tax policy decision, the fact that this section provides the 1st level review, with the Director’s
Office providing the appeal review, suggests that this office is best considered a support
function organizationally distant from both tax decision and second level appeal.
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In summary, consolidation and realignment opportunities can permit DOR to effect cost savings in
both Division management and section administration. '

Impact

A review of the 15 sections’ responsibilities and duties, and a comparison of the operating
objectives and missions of the two divisions clearly indicate an over-specialization of functions and
corresponding organizational units. The result is that an excessive number of administrative units are in
place in each division, each with individual managers and supervisors; some units have only marginal

distinctions between their respective objectives.

Overall, the ratio of management/supervisory posltions to line employee positions is unusually high:
1 to 3.9. Individually, the two divisions’ ratios are as follows:

« Administrative Services Division: 1 to 4.4

s Oversight and Analysis Division: 1 to 3.3.

Even though some of the section managers’ positions are at relatively low grades, the low ratios
produce a significantly high cost of management for each division. In the two divisions combined, $.46 is
spent on management/supervision for every dollar spent on labor (line empioyees).

Recommendations

We recommend implementation of the following improvements: (see Table A, Proposed DOR
Division Consolidation)

= Merge selected individual sections with similar operational objectives into one unit. In this
connaction, merge the Management Analysis Section with the Internal Audit and Investigations
Section and transfer the new combined unit to the Deputy Director's Office (see Exhibit 24,
Department of Revenue, Proposed Organizational Structure).

This change will align two closely related functions (audit and analysis) and merge two small
administrative units.
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Transfer Taxation Systems Support (TSS) and Central Information Support (CIS) from the
Oversight and Analysis Division to the Taxpayer Support Division. This move maintains their
independent position in a neutral division but also serves to move TSS closer to Taxpayer
Information and Assistance which often receives the first indications of potential systems
problems (see Exhibit 24, Department of Revenue, Proposed Organizational Structure)

Consolidate the two small units of Purchasing (contains four line employees) and Faciiities
Management (contains three line employees} with a third section (Records Management). All
of these sections are presently located within the Administrative Services Division. This
combines small sections within a larger one and aligns all physical property management under
one administration (see Exhibit 6, Procurement and Facllities/Records Section, Proposed
Organizational Structure — Administrative Services Division) ’

Transfer the small section called Estate Tax and Fiduciary, as a separate unit, to the
Comptroller's Office; this aligns this tax collection effort with the other special tax areas already
under the direction of the Comptroller (see Exhibit 5, Comptroller's Office, Proposed
Organizational Structure)

Transfer the Bingo Tax Collection Section from the Oversight and Analysis Division to the
Administrative Services Division. This aligns the special tax collections functions but also
establishes Bingo with its necessary high profile compared to other special taxes (see Exhibit
35, Administrative Services Division, Proposed Organizational Structure)

Transfer the Community Activities and Publications Section from the Oversight and Analysis
Division to the Taxpayer Support Division (see Exhibit 24, Department of Revenue, Proposed
Organizational Structure). This aligns the section with other taxpayer information functions

Relocate the Oversight and Analysis Hearings Section, providing independent administrative due
process for taxpayers, to the Administrative Services Division (see Exhibit 24, Department of
Revenue, Proposed Organizational Structure)

Transfer the two sections remaining in the present Oversight and Analysis Division to the Deputy
Director's Office. These are Econometrics and Tax Policy. These sections, like the audit and
analysis functions, aid in providing review and policy direction for all divisions (see Exhibit 26,
Special Support, Proposed Organizational Structure).
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Bonofits

These recommendations integrate the functions of the Oversight and Analysis Division ongoing
Agency functions:

Staff support of the Deputy Director's operational oversight function

Dissemination of information to the taxpayer public in the Taxpayer Support Division

Oversight and policy direction from the Deputy Director's Office

Coordination with data users and data processing functions within the Taxpayer Support
Division.

Comprehensive administrative support rendered by the Administrative Services Division

With this integration, together with the consolidation of some units within the sections already

referenced, the following improvements can be achieved:

The overall ratios of management to line employees can be increased

Spans of control for individual managers and supervisors can be expanded, thus more
efficiently administering programs and reaching objectives

Administrative support functions will be aligned with the Administrative Services Division

Other sections, formerly associated with the Oversight and Analysis Division, will be
appropriately aligned with line divisions or operational management areas

The cost to manage Is reduced from $.46 to $.39 for every dollar spent on labor. This is a
nominal reduction of 15 percent. Organizations typically have a cost to manage between $.20
to $.30. With this in mind, recommendation implementation actions may reveal further

opportunities to reduce the cost to manage.
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Additionally, cost savings can be realized, as follows:

One Administrative Secretary | (grade 12) $23,214
(from staff support to the Oversight & Analysis
Assistant Director)
One Records Management Supervisor (grade 17) $33,066
(from a saction merged with another)
One Executive Staff Assistant (grade 20) $43,254
(from staff support to the Oversight & Analysis :
Assigtant Director)
One Assistant Director (grade 26) $74.976
(from Division Management in Oversight & Analysis Division)

Total $174510

Implementation

Develop detailed organizational integration plan

¢ Submit plan to DOA Personnel

e Communicate realignment to Department of Revenue employees who will be affected by
changes

+ implement plan.
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TABLE A: PROPOSED DOR DiVISION REORGANIZATION

Division Unit Recommended Action: Transfer/Merge Comments = FTE Action Required

0’'Sight & Apnalysis [Community Action & Pub. Transfer to Taxpayer Support

0'Sight & Apnalysis |Econometrics Transfer to Deputy Director
0'Sight & Analysis |Hearing Offlce Transfer to Admin. Services Div.
0'Sight ¢ Analysis 1Bingo Transfer to Admin. Services Div.
0'Sight & Analysis [Tax Policy Transfer to Deputy Director
0'Sight { Analysis jTax System Support ' Transfer to Taxpayer Support

. -

;! 0'Sight & Analysls |Central Info. Services Transfer to Taxpayer Support

. 0'Sight & Apalysis }Management Analysis

Transfer both units to Deputy Director

Internal Audit/

0'Sight & Analysis [Investigations Merge these two units

Merge w/Procurement & Create new Procurement/
Administrative Svcs|Records Management Faclilities Management Records/ Facilities Mgmt. Unit

Merge w/Procurement & Create new Procurement/ Etiminate (1) FTE in
Administ-ative Sves|Facilities Management Records Management Records/Faciltities Mgmt. Unit Records Management
Administrative Svcs|Estate Tax & Filduciary Transfer to Comptroller’s Office

Merge w/Records Management & Create new Procurement/
Administrative SvcsjPurchasing Faciiities Management Records/Facilities Mgmt. Unit

%I;ménate (1) A.D.
i xec, Assistant
0’Sight & Analysis Efiminate Division Management (1) Admin. Secretary




STATE OF ARIZONA EXHIBIT 23
DEPARTMENT OF REVENUE
PRESENT ORGANIZATIONAL STRUCTURE

DIRECTOR EXECUTIVE ASSISTANT
GENERAL COUNSEL
OFFICE OF THE LEGISLATIVE LIAISON
DIRECTOR PUBLIC INFORMATION
OFFICER

|

DEPUTY DIRECTOR AFFIRMATIVE ACTION
OMBUDSMAN
SPECIAL SUPPORT PERSONNEL
PLANNING AND
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| l | |

ASSIST DIRECTOR ASSIST DIRECTOR ASSIST DIRECTOR ASSIST DIRECTOR ASSIST DIRECTOR ASSIST DIRECTOR
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STATE OF ARIZONA

DEPARTMENT OF REVENUE EXHIBIT 24

PROPOSED ORGANIZATIONAL STRUCTURE
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STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 26
SPECTAL SUPPORT
PROPOSED ORGANIZATIONAL STRUCTURE

DEPUTY DIRECTOR SECRETARY
SPECIAL SUPPORT
l’gum AUDIT/ANALYSIS
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES EXHIBIT 28
PRESENT ORGANIZATIONAL STRUCTURE

ASSISTANT ADNINISTRATIVE
DIRECTOR.  |—— ST
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© P LA ACEONTING O T T s © e DIV © LTI O RSTATE © Fn BeF. m&i © RROuS T I
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B CATED pRorERTY T . © BaraeR * mm;
. . CENTRAL STORES
DESTRUCTION o WAINTATHS HISTORY FILES o PROV ° .
. © PRsaTE © NAMAGE DOR SECURITY OF FIDUCIARY Tax RETURNS, © B DaTaBacE Eon HE et s
% DEPARTHENT OF REVENUE : o et Tq00g 117+ TRAINING PROGRAN.
o
CUSTODIAN. PERFORM_ INTERMAL STANING FOR ESTATES. o MAINTAINS ;
RECORDS © RENODEL IHG. EPLOVEE TRATNEE, Redorpe. (AL

OPERATE DOR COURIER
° SERVICE.
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES
COMPTROLLER’'S OFFICE
PRESENT ORGANIZATIONAL STRUCTURE
ADMINISTRATIVE
SERVICES
OFFICER 1V
FISCAL SERVICES ADMINISTRATIYVE FISCAL SERVICES FISCAL SERVICES
SYSTEN —  ASSISTANT 11T ~{ SPECIALIST Iv UNIT SUPERVISOR
AMALYST
FISCAL SERVICES ADMINISTRATIVE EXANTHER FISCAL SERVICES ACCOUNTING
SPECIALIST 111 4 assisTanT 11 j TECHNICIAN 11 SPECIALIST K1 TECHNICIAN IIX
L]
ADMINISTIATIVE ACCOUNTING FISCAL SERVICES ACCOUNTING
L] ASSISTANT © 1 TECNICIAN IT1 SPECIALIST 111 TECHNICIAN II
DecRu TN EXANINER FISCAL SERVICES ACCOUNTING
L specralisT 11 L] Teomicia 1 SPECIALIST 11 TEONICIAN 11
(VACANT)
ACCOUNTING INFORMATION FISCAL SERVICES ACCOUNTING
L_ PROCESSING
l—4  TECHNICIAN II SPECIALIST II SPECIALIST II TEONICIAN II
CLERK ACOOUNTING ACCOUNTING ACCOUNTING
—{ teistnn L~  TECHMNICIAN 1T TECHNICIAN 111 TEGNICIAM 11
CLERC ACCOUNTING ACCOUNTING
L] rverst 1 L] rteomiciw 11 TECHNICIAN 11

EXHIBIT 29
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STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 30
ADMINISTRATIVE SERVICES - RECORDS MANAGEMENT
PRESENT ORGANIZATIONAL STRUCTURE

RECORDS
MANAGEMENT
SUPERYISOR
CLERK
TYPIST I

! | ]

ADMINISTRATIVE ADMINISTRATIVE ADHINISTRATIVE CLERX
r_ SUPERVISOR T ~—1 SUPERVISOR 1 ] SUPERVISOR I - TYPIST 11
MICROFILM CLERK WAREHOUSE e
p——4 TECHNICIAN II — TPIST I 1 WORKER 1 -—-J TYPIST 1
MICROFILM CLERK WAREHOUSE CLEM
b—d  TECHMICIAN 11 bl TYPIST I — WORKER 1 - TYPIST 1
+
MICROFTLM WAREHOUSE CLERK
|4 TECHNICIAN I 1 WORKER 1 _— TYPIST 1
MICROFILM CLERICAL
|- —] TECHNICIAN I - ASSISTANT
HICROFILM CLERICAL
|-—4 TECHNICIAN 1 : 1 ASSISTANT
NICROFILM CLERICAL
|—{ TEGNICIAN I — ASSISTANT
MICROFILM CLERICAL
L TECHNICIAN I - ASSISTANT
CLERICAL
— ASSISTANT
(VACANT)
CLERICAL
— ASSISTANT
CYACANT)
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STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 32
ADMINISTRATIVE SERVICES
ESTATE TAX & FIDUCIARY
PRESENT ORGANIZATIONAL STRUCTURE

ADMINISTRATIVE
SUPERYISOR I

EXAMINER EXAMINER CLERK TYPISY CLERK TYPIST CLERK TYPIST
TEH 1 TECH I 111 m . m CI.EH(IHPIST
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STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 33
ADMINISTRATIVE SERVICES
TRAINING SECTION
PRESENT ORGANIZATIONAL STRUCTURE

TRAINING
ADMINISTRATOR
ADMINISTRATIVE SUPPORT UNIT VIWOILNIT mn+s UNIT
TRAINING TRAINING OFFICER TRAINING OFFICER
SPECIALIST I I
SUPERYISOR
SECRETARY WlNi'B!(fFICﬂ
-
'
mxmnsxwtca
TRAINIM;IGFICB'(
-
MINIWIGFICE
TMIN!}GI(FFICER




STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 34
ADMINISTRATIVE SERVICES
PURCHASING SECTION
PRESENT ORGANIZATIONAL STRUCTURE

PURCHASING
MANAGER
INFORMATION
PROC, SPEC.
11
(VACANT)
FORMS CONTRACTS/ BUYER I BUYER
ANALYST IIT BUYER ASSISTANT
SPECIALIST

16 - HOQ
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES DIVISION EXHIBIT 35
PROPOSED ORGANIZATIONAL STRUCTURE

ASSISTANT ADMINISTRATIVE
DIRECTOR STAFF
PROCUREMENT
HEARINGS
COMPTROLLER RECORCIS/FACILITY TRAINING OFFICE BINGO
MANAGEMENT




m¢

STATE OF ARIZONA

DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES DIVISION
PROPOSED ORGANIZATIONAL STRUCTURE

ASSISTANT ADHINISTRATIVE
DIRECTOR STAFF
HEARINGS
CONPTROLLER RECORDS/FACILITY TRAINING wrice pINGO
HANAGENENT
° AL ACCT. 8 o HICROFILMING o TRAINING - SUPY/EMP HEARINGS ON TAX oS
W acr s o HeRINGS PAVER © BIND LICESING AND
RECEIPTS o VIDEO PRODUCTION

o ADHINISTRATION OF SPECIAL

- Esth;sl:xh%tsmms
- PLIGH PACPERTY, LUXURY
CANNIBUS

.

o MAINTAIN BUSINESS TAX
RECORDS

o RECORD CUSTOOIAN &
DESTRUCTION

o COURTER

© SPACE MANAGEMENT &
REMODEL ING

o TELECOMMUNICATIONS
© PURCHASING
o MAINTAIN CENTRAL STORES

DECISION I1SSUENCE
o TRAINING - PROGRAX © DECISION 1

o EMPLOYEE TRAINING RECORDS

EXHIBIT 36
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DEPARTMENT OF REVENUE

ADMINISTRATIVE SERVICES DIVISION EXHIBIT 5
OFFICE OF THE COMPTROLLER
PROPOSED ORGANIZATIONAL STRUCTURE
COPTRALLER/ ADNINTSTRATIVE
ADINISTRATOR SECRETARY
SUPRORT/PAYROLL SPECIAL TAX ESTATE TAX FISCAL SERVICES FINANCIAL SYCS
ADNIN ASST. 1T FIS SVCS SPEC IV AouTN SUpPCRT SYSTENS ANALYST FIS SVCS INTT
ADHIN ASST, I1 EXAINER r::x pep— FIS S¥CS w’::t:;»;s
] 1 o - sPeCTALTST 11 sec. 1M1
ADMIN ASST 1 ACCOUNTING ) FIS SVCS ACCONTING
- | TECH 111 - TECH I SPEC. II TECH 11
INFO, PROC. EXAMINER CLERX FIS SVCS. ACCOUNTING
-4 SPECIALIST II - TECH I - TYPIST III SPEC. II TECK IX
ACCOUNTING INFO PROC, CLERX ACCOUNTING ACCOUNTING
=1 TECH 11 —4 SPECIALIST II —1 TYPIST 111 TECH 111 TECH 11
CLERX ACCOUNTING CLERX ACCOUNTING
prot TYPIST 11 — TECH 1T T TYPIST III — TECH 11
CLERN. ACOOUNT ING CLENX ACCOUNTING
L Tverst L4 o L3 tverst L TEGH I1
DOR - 94
Y4092-58|
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ADMINISTRATIVE SERVICES DIVISION

PROCUREMENT AND FACILITIES/RECORDS SECTION EXHIBIT 6 '
4
PROPOSED ORGANIZATIONAL STRUCTURE .
ADHINISTRATOR
a0 11
INFORMATION
PROC SPEC 11
| T 1
" s WAREHOUSE FACILITIES
FILES UNIT
ADMINISTRATIVE
ADHINISTRATIVE ADMINISTRATIVE R poal
SUPERVISER 1 v L SUPERVISOR 1 TYPIST 11
ADMINISTRATIVE
— e ASST 111
- MICROFILM - WORKER 1 — TYPIST I
TEGH 11
Wi
(LEAD) WS, CLERX “E“f
L4 wrcRoFLs L4 w1 - et ORKET
TECH 11
NICROFILM ", CLERK WAREHOUSE
- TECH 1 - WORKER 1 L] TYPIST 1 WORKER I
HICROFILK CLERTCAL
S - ASST.
NICROFILH CLERTCAL
T B - AssT.
MICROFILM CLERICAL
- TECH 1 b ASST.
PROCUREMENT
HICROFILM CLERICAL
- TEQH — ASST
FORMS ANALYST BVER 1
m
QLERX CLERICAL
s TYPIST 1 et ASST.
SUYER ASSIST
cLer CLERICAL
— TYPIST 1 — ASST,
DOR - 85

v4093-5




DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES DIVISION
TRAINING SECTION
PROPOSED ORGANIZATIONAL STRUCTURE (NO CHANGE)

EXHIBIT 37

TRAINING
ADMINISTRATOR

| |

ADMINISTRATIVE VIDEO OPERATIONS
SUPPORT UNIT UNIT UNIT

l l |

TRAINING TRAINING TRAINING
SPECIALISY
SUPERVISOR 'OFFICER I OFFICER 11

l

SECRETARY TRAINING
b1 OFFICER I

TRAINING
— OFFICER I

TRAINING
— OFFICER I

TRAININOG
—— OFFICER I

TRAINING
— OFFICER I

-u__e



DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES DIVISION
HEARINGS OFFICE
PROPOSED ORGANIZATIONAL STRUCTURE (NO CHANGE)

EXHIBIT 38

CHIEF HEARING
OFFICER

[ | I

LEGAL
HEARING OFFICER HEARING OFFICER HEARING OFFICER SECRETARY I

18-

LEGAL LEGAL
SECRETARY I SECRETARY I
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DEPARTMENT OF REVENUE
ADMINISTRATIVE SERVICES DIVISION
BINGO ADMINISTRATION
PROPOSED ORGANIZATIONAL STRUCTURE

CLERK BINGO
TYPIST 11 ADMINISTRATOR
EXAM INVESTIGATIONS INVESTIGATIONS
TECH I SUPY 11 SUPY 11

l' INVESTIGATOR INVESTIGATOR

1 - m

EXAM

1 TECH

CLERX
L4 TrsT

EXHIBIT 39
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
OVERSIGHT & ANALYSIS

PRESENT ORGANIZATIONAL STRUCTURE

ASSISTANT ADMINISTRATIVE
DIRECTOR STAFF
1 TAXATION
COMNITY o INTERNAL CENTRAL
ACTIVITIES & MALYSIS AUDIT/CRIMINAL SYSTEMS TNFORMATION
PUBLICATIONS INVESTIGATIONS SUPPORT SERVICES
8 l | | |
TNGS TAX
HEAR BINGO ECONOMETRICS
OFFICE POLICY

Ov ligiHX3

WA108-6
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
OVERSIGHT & ANALYSIS

EXHIBIT 41

PRESENT ORGANIZATIONAL STRUCTURE

ASSISTANT ADHINISTRATIVE
DIRECTOR STAFF
ADINISTRATOR ADHINISTRATOR ADHINISTRATOR ADNINISTRATOR ADHINISTRATOR
Acmmxgy ] Amwsx'srr 1 mxhxﬁAuLm . TAXATION Sv5 xmﬁoa
PUBLICATIONS INVESTIGATIONS SUPPORT SERVICES
o PUBLISH TADEWS PERFORNS TN-DEPTH T o EVALUATES DEPT. POLICIES, o RESPONSIBLE FOR PRODICT ADHINISTERS DATA PROCESSING
© WINGEVENT AALVSIS OF CONTROLS. LITY FOR TAX TYPES OTHER © SERVICES RELATED TO TIE
o PUBLISH REVENEWS DEFARTRENTAL P ALSO CONDUCTS INTERNAL PROPERTY FOR DATA PREPARKTION & RATHVENAICE
INVEST IGATIONS PROCESSING AUTOMATED SYSTENS OF REAL & PERSONAL PROPERTY
o PUBLISH DOA ANNUAL REPORT o PROVIDES STAFF SUPPORT N ABLAL ASSESSHENT MWD TAX
TROLERENTAT 1o OF RECOHEN- o PROVIDES RECCHMENDAT o REVIEWS LEGISLATION AALs
© COMTROL ALL DOR FORYS DESIGH et Err{c"x Y & WARAGEREN E"ESS' OCLLR O ALTORATED SYSTERS COONDINATES DATA PROCESSING
(] \
o PROVIDE QUTREACH SERVICES TO RESORLES 1 ASSESSORS,
TAX PRACTITIGNER GROUPS ASURERS & DOR'S DIVISION OF
PAOPERTY VALUATION AND EQUALIZATION
ADHINISTRATOR ADHINISTRATOR ADHINISTRATOR ADHINISTRATOR
HEARING OFFICE NGO TAX POLICY ECONDHETRICS
o CONDUCTS HEARINGS ON o PERFGRM_ ALL DOR DUTIES RE: o MUALYZE LEGISLATION TO DEVELOP o PROVIDES TECHNICAL SERVICES TO
TAXPAVERS' PETITIONS FOR BINGO ADHINISTRATION TAX POLICY AND DOR RULES & THE DEFT., LEGISLATURE & EXEC.
REVIEW OF TAX ASSESSHENTS REGULATIONS
HADE BY THE DEPT. o THCLUDING: FORCAST GENERAL FUND REVEMLES
~{IcensG 10 ASSIST IN THE BUDGET PROCESS
o ISSUES RITTEN DECISTONS ON Z EPORT PROCESSING STAFFS THE ECOMGHIC ESTIMATES
PROPERTY OF ASSESSHENTS T EXANINATION AUDIT COMIISSION & PROPERTY TAX OVERSIGHT

COMMIS!

EVAlUATES ALL PROPOSALS AFFECTING

TAXES FOR WHICH DOR IS RESPONSISLE
L UPDATE & MAINTENAL

oF !!LDXVINAL INCOME TAX SIMIATION
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STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 42
OVERSIGHT & ANALYSIS
COMMUNITY ACTIVITIES AND PUBLICATIONS SECTION

PRESENT ORGANIZATIONAL STRUCTURE

e
ADMINISTRATOR
COMMUNITY PUBLICATIONS
ACTIVITIES UNIT UNIT
AXPA FORMS & FORMS
;IA::J SRAPHIC PROCEDURES mlts.
DESIGNER 1
SUPERYISOR ANALYST 1Y ANALYST 11
PROGRAM &
PROJECT
SPECIALIST 1
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STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 44
OVERSIGHT & ANALYSIS 1
INTERNAL AUDIT/CRIMINAL INVESTIGATIONS
PRESENT ORGANIZATIONAL STRUCTURE

ADMINSTRATOR
INTERNAL AUDIT

CRIMINA
INVESTIGATIONS

ADMINISTRATIVE
SECRETARY 1
SUPERVISOR CRIN, INVST, SUP,
COMPLIANCE INVESTIGATIVE
ADITOR 1 " aoitor
' SUPERVISOR SUPERVISOR
8 |
PROGRAN FINAKCIAL
COMPLIANCE L1 mwvesticaTive
AMOITOR 111 ARITER 11
PROGRAN FINANCTAL
COMPLIANCE L1 1WwESTIGATIVE
MDITOR 111 ADITR 11
FINACIAL
L1 wvesTIGATIVE
ADITOR 1
FINANCTAL
L1 IVESTIGATIVE *
AUDITCR 1
FINANCTAL
L] mvestieative
MDITR 1

WAL06-6




STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 45
OVERSIGHT & ANALYSIS
TAXATION SYSTEMS SUPPORT -

y0i - 404

--—-—----‘v----'---"“"

PRESENT ORGANIZATIONAL STRUCTURE

MANAGEMENT

ANALYST III
0P, WGT, EDP, MGT. EDP. MGT, EDP, MGT. EDP, HGT, EDP, 6T,
INFORMATION INFORATION INFORMATION INFORMATION TNFORMATION INFORMATION
SPECIALIST SPECTALIST SPECIALIST SPECIALIST SPECIALIST SPECTALIST




STATE OF ARIZONA
DEPARTMENT OF REVENUE EXH'BIT“
OVERSIGHT & ANALYSIS
CENTRAL INFORMATION SERVICES (CIS)
PRESENT ORGANIZATIONAL STRUCTURE

HANAGEMENT
AMALYST 111
ADHINISTRATION
SECRETARY I
1]
—h
3 PROPERTY PROPERTY
APPRAISER 111 EXAMINER I
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
OVERSIGHT & ANALYSIS

HEARINGS OFFICE

PRESENT ORGANIZATIONAL STRUCTURE

CHIEF

HEARING
OFFICER
I l I
HEARING HEARING HEARING LEGAL
COFFICER OFFICER OFFICER SECRETARY 11
1
-l
8 l I
LEGAL LEGAL
SECRETARY 1 SECRETARY 1

EXHIBIT 47




STATE OF ARIZONA
DEPARTMENT OF REVENUE EXHIBIT 48
OVERSIGHT & ANALYSIS - BINGO SECTION
PRESENT ORGANIZATIONAL STRUCTURE

ADHINISTRATIVE
SERVICES

OFFICER IV
ADHINISTRATIVE
SECRETARY
CLERK TYPIST
§ g
L]
b
(=]
N
PHOENIX LICENSING TUCSON LICENSING
& ENFORCEMENT & ENFORCEMENT
UNIT UNIT
1 i
EXAMINER INVESTIGATIONS INVESTIGATIONS
TECHNICIAN I SUPERVISOR 11 . o SUPERYISOR 11
INVESIGATOR INVESTIGATOR
844 == 1
EXAMINER
- TECHNICIAN
CLERK TYPIST
- i
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
OVERSIGHT & ANALYSIS

TAX POLICY SECTION
PRESENT ORGANIZATIONAL STRUCTURE

ADHINISTRATOR

ADMINISTRATIVE
STAFF
N POLICY ENFORCEMENT PRACTICES
-l ASSISTANCE ASSISTANT ND
8 TAX AMALYST 111 TAX ANALYST 111 PROCEDURES
TAX TAX TAX TAX TAX
ANALYST 11 AMALYST 1T ANALYST 11 ANALYST 1T ANALYST 11
TAX Tax TAX TAX
ANALYST II ARALYST 11 ANALYST 11 ANALYST II
TAX Tax TAX TAX
ANALYST I ANALYST 1 ANALYST 11 ANALYST I

EXHIBIT 49
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STATE OF ARIZONA
DEPARTMENT OF REVENUE
OVERSIGHT & ANALYSIS EXH|B‘T50I
ECONOMETRICS SECTION
PRESENT ORGANIZATIONAL STRUCTURE

ECONOMETRICS
ADHINISTRATOR
INFO. PROC.
SPECIALIST III
{YACANT)
ECONOMISY III ECONOMIST IV ECONOMIST 11X
(YACANT)

601 - H0d
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