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| TEMS PROPOSED FORVOTE- ONLY

7100 BvPLOYMENT DEVELOPMENT DEPARTMENT

Issue 1: Implementation of Legislation |

Summary. The Employment Development Department (EDD) retpu®280,000 from the EDD
Contingent Fund in 2018-19 to implement the requeets of Assembly Bill 677 (Chiu),
Chapter 744, Statutes of 2017, and Senate Bill(B&fa), Chapter 858, Statutes of 2017, which
relate to employment and gender identity and dallaation.

Background

e Assembly Bill 677 (Chiu), Chapter 744, Statute20647. This bill expanded the list of
state entities currently required to collect voargt self- identification information on
sexual orientation and gender identity to includegious education and employment-
related state agencies. Funds will be used to mmgh¢ changes to the CalJOBS system
to collect and report sexual orientation and gendentity data. Additionally, this will
help staffing costs for two full-time positions tevise policies and procedures, update
forms, and conduct Equal Employment Opportunitintrey on data collection activities.

e Senate Bill 396 (Lara), Chapter 858, Statutes df72dhis bill required employers with
50 more employees to include, as a part of thetiegissexual harassment training,
training on harassment based on gender identity adbs transgender and gender
nonconforming to the list of individuals facing eloyment barriers for the purposes of
workforce investment training.

Staff Recommendation Approve as proposed.
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\Issue 2. Benefit Systems Modernization

Summary. The Employment Development Department (EDD) requasine-time augmentation

of $4 million from the Unemployment Compensatiors&hility Fund and the EDD Contingent

Fund, and 15 Personnel Equivalents (PEs) and eeptidin of $4.5 million and 19 PEs in 2018-

19 for continuing the Project Approval LifecycleAP) tasks and pre-implementation readiness
initiatives for the Benefit Systems Modernizati®@5M) project. The resources will primarily be

for. state staff, requirements vendor, CaliforniapBrtment of Technology (CDT) services,
Independent Verification and Validation servicegnttact and procurement development
services, and data conversion readiness to contaumiwities towards implementing an

integrated, secure and sustainable Benefits Sys$terservice California claimants seeking

unemployment, disability or paid family leave betsef

Background. The EDD administers several multi-billion dollagrefit programs, including the
Unemployment Insurance (UI), Disability Insurandel)( and Paid Family Leave (PFL)
programs that provide financial stability to workemd communities. These three independent,
non-integrated benefit systems all rely to varydepgrees on an aging mainframe, Common
Business Oriented Language (COBOL)-based systemekss legacy external sub-systems and
components. These disparate benefit system datbesede on different technological
platforms making it very complex, expensive, anffidilt to maintain. In addition to the many
technology challenges, recruitment and retentiostaff with the COBOL skillset is increasing
difficult as there is a diminishing base of staftwCOBOL system knowledge. Additionally, the
EDD’s customers experience a lack of consistencgnaitilizing the various benefit systems,
certain customer groups cannot utilize online s&wviand must submit information manually or
through contacting an EDD representative. This @dead to delays in processing claims or
confusion with various systems.

Most state IT projects are required to go through Rroject Approval Lifecycle (PAL), a four-
stage planning process overseen by the Califorrepa@ment of Technology (CDT). The
process begins with an agency identifying a prognatic problem or opportunity and ends with
bidding the project and finalizing IT project désaiOnce a project has completed the fourth
stage, the agency may execute the project. The €@ifinues to provide project oversight
during and after project execution.

Senate Committee on Budget and Fiscal Review 4
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Project Approval Lifecycle Has Four Stages
Stage 1 Stage 2 Stage 3 Stage 4
Business > Alternatives > Procurement [ Bid Analysis
Analysis Analysis Analysis and Finalization
of Project Details
Identify Programmatic Assass Existing Develop Solution Solicitation Release
ProblemyOpportunity Programming Processes Requirements
Selact Vendor
Establish Business Market Research Develop Solicitation
CaseNeed Contract Management
Develop Mid-Level
Identify Objectives Solution Requirements * Baseline Project
Acernss Marmartenanéal L antibs Oalibiam CDT Ml‘lm
ASTRTO0 WA U R PaSUTY OWViuuI .
Readiness Altarnatives q— +
Recommend Solution CDT Decision
Financial Analysis q
= Reject
CDT Decision . = Rethink and Reeubmit
CDT Decision T ena esdbm
L] = Approve

CDT = California Department of Technology.

=

Award Contract
and
Start Project

The BSM project seeks to create one benefit systeautomate many Ul, DI and PFL claim

filing processes that are done manually, as wedlliasinate need for IT staff to support multiple
applications. The goal is to create a user friemXyerience with online self-service options for
EDD’s benefit customers. The Administration antatgs substantial ongoing savings after full
systems replacement.

These savings would derive from automating manynysleyment Insurance (Ul), Disability

Insurance (DI) and Paid Family Leave (PFL) claidn@ processes that are currently done

manually as well as eliminating the need for Infatimn Technology (IT) staff to support
existing legacy mainframe applications and somelgenosts.

The 2017 budget provided one-time $4 million in cgle funds, and 15 positions, and a
redirection of $3.16 million in special funds ansl fdositions in 2017-18 to complete stage two
of the project approval lifecycle for its BSM. TAeministration proposes to continue this effort
for stage three of the PAL process for procurenagnt development and to begin the system
integrator procurement. The Administration estiraatieat stage three will be completed by

December 2018, and stage four will be completeduby 2021.

Staff Recommendation. Approve as proposed.
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7350 DEPARTMENT OF |INDUSTRIAL RELATIONS

Issue 3: Implementation of Legislation

Summary: The Governor’'s budget proposes to fund the imptaat®n of various chaptered
legislation with special funds.

Background

» Assembly Bill 581 (McCarty), Chapter 533, Statuté2017 — Apprenticeship Training
Funds: The Department of Industrial Relations (Di&juests $143,000 Apprenticeship
Training Contribution Fund and one position in 2488 and $130,000 ongoing to
implement and meet the ongoing requirements AB 58B 581 requires an
apprenticeship program to keep adequate recortisiticament the expenditure of grant
funds from the California Apprenticeship Councillie eligible to receive such funds.
The bill also requires those apprenticeship progréammake all records available to the
DIR.

» Senate Bill 306 (Hertzberg), Chapter 460, StatofeR017 — Retaliation Enforcement:
DIR requests $623,000 Labor Enforcement and Comgéid-und and three positions in
2018-19 and $585,000 ongoing to implement and rieebngoing requirements of SB
306. This bill grants the Labor Commissioner autioto seek an immediate and
temporary injunction when workers face retaliatfon reporting violations of the law.
SB 306 gives the Labor Commissioner authority smeéscitations and penalties directly
to enforce retaliation claims, rather than exclabivthrough the courts. This bill
authorizes an employee who is bringing a civil @ttfor a retaliation claim to seek
injunctive relief from the court.

» Assembly Bill 450 (Chiu), Chapter 492, Statutes 2617 — Immigration Worksite
Enforcement ActsDIR requests $1.6 million Labor Enforcement and @bamce Fund
and eight positions in 2018-19 and $1.5 milliongong to meet the ongoing
requirements AB 450. This bill prohibits an emplojr@m providing access to a federal
government immigration enforcement agent to anymapblic areas of a place of labor if
the agent does not have a warrant. This bill aigbsrthe Attorney General and Labor
Commission the ability to enforce the bill, and deate a template for these notice
requirements, among others.

Staff Recommendation:Approve as proposed.
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Issue 4: Schools’ Occupational Injury and lliness Revention Program

Summary: The Department of Industrial Relations (DIR) restse $250,000 Workers'
Compensation Administration Revolving Fund in 2a183-2019-20 and 2020-21 to allow the
Commission on Health and Safety and Workers' Cosgiten to assist schools in establishing
effective occupational Injury and Iliness Preventierograms (IIPP) by expending monies that
can only be utilized for this purpose.

Background. Pursuant to existing law, the Division of Occupa#ib Safety and Health
(Cal/OSHA) related civil or administrative penadtieassessed to school districts, state
universities, or other specified educational féeié are deposited into the Revolving Fund.
Educational facilities may apply for a refund oéithpenalties within two years and six months
from the date of the violation if certain condit®oare met. The remaining funds are to be used
by the Commission to assist schools in establislefigctive occupational injury and iliness
prevention programs. The Revolving Fund has accaredlapproximately $1 million and can
now be utilized to provide training and/or othesiatance to more school districts.

The Governor’s budget proposal would allow the Cassion to both offer grants to high-risk
school districts and/or do an interagency conttactxpand the School Action for Safety and
Health Program (SASH). The SASH program provide® ftrainings to help school districts
reduce the high rate of work-related injuries alidesses among school employees. Once
trainees complete the training, they are certifled the University of California and the
Commission as SASH coordinators, allowing them egetbp, implement, and evaluate injury
and illness prevention activities. The SASH prognaravides educational materials, planning
templates, and other tools to help efficiently depetheir IIPPs. The SASH program conducts
about seven trainings each year, and has reacliestd® members from 268 school districts.

The budget proposal would allow for additional iiags, webinars, delivering a training of
trainers program to the Joint Powers AuthoritiddAg) that insure school districts in California
in order to prepare their risk managers/trainerdeiover the SASH training to the employees in

their districts. The Administration estimates tbi#dwing outcomes:

through lIPP trainings :
Waebinars on health and safety
_topics for school district employees

Workload Measure 2017118 2018/18 2019/20 2020/21

Grants Awarded 0 7 T 7
lIPPs Reviewed 6 12 | 12 12
Mumber of participants reached 100 200 200 200

Factsheets on CallOSHA
slandards and other health and
safety issues for school employees

Training of trainers for JPAs

Evaluation Repor/Summary of
| Accomplishments

Staff Recommendation Approve as proposed.
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Issue 5: Division of Labor Standards Enforcement Reruitment and Administrative
Services

Summary. The Department of Industrial Relations request85300 Labor Enforcement and
Compliance Fund in 2018-19 and $415,000 ongoingfamdpositions for the Division of Labor

Standards of Enforcement (DLSE) to support stafiuément and retention, and to satisfy
growing administrative needs.

Background. The DLSE is responsible for enforcing labor staddamcluding the adjudication
of wage claims, and investigation of retaliatior grublic works complaints. In recent years, the
Division increased its targeted enforcement effatsl the state provided 51 positions in 2016-
17 and an additional 47 positions in 2017-18. Havethe administration unit, which performs
all support functions for the DLSE, has not grownnteet the increased workload, including
adequately supporting the DLSE’s program staff.

The administration unit acts as a liaison with BiRiluman Resources unit to oversee the hiring
process. The unit also works closely with distaffices to monitor performance management,
which includes tracking probationary reports, andual performance appraisal deadlines and
prompt completion of staff assessments by prograanagement staff. The unit also manages
the office space for the divisions 19 offices lechtthroughout the state. Lastly, the

administration unit responds to Public Records (®&RA) request that district offices receive to

ensure prompt processing of records. DIR requbstfollowing positions:

Recruitment and Retention Resources. DIR requests additional Staff Services
Analyst dedicated to the Division's recruitmentogf, administration of training and
mentoring of staff to maintain a strong, currentowiedgebase on legislative
requirements and processes, in conjunction withDtivesion-wide onboarding plan the
DLSE has established. This position would focusrecruitment, staff development,
onboarding, training, and performance management.

Increased Facilities and Procurement Needs: Thenptr Payment Act requires state
agencies to pay each vendor within 45 days of vetgian invoice; however DIR notes
that vendor invoices have been consistently lateging from 30 to 60 days.
Additionally, the division has seen late contrastawals ranging between 30 to 60 days.
DIR requests two additional Staff Services Analytsassist with the DLSE facility
needs.

Significant Growth in Number and Complexity of PRR&quests. The PRA requires that
public agencies respond within 10 days to any rstguer public records. Complex PRA
requests, which account for approximately 17 pdradnrequests, responses take an
average of four to six months to prepare. Thislédgo two lawsuits against the DLSE.
DIR requests one Staff Services Analyst to cootdindie DLSE’s statewide PRA
requests, and serve as a key liaison with the DiRthe public upon the enactment of
new legislation.

Staff Recommendation Approve as proposed.
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Issue 6: Apprenticeship Programs in Nontraditionalindustries

Summary: The Department of Industrial Relations request$ $3illion Employment Training
Fund and 22.0 positions in 2018-19, $4.5 milliod 82.0 positions in 2019-20, $5.7 million and
42.0 positions in 2020-21, and $5.6 million ongoitwy expand statewide apprenticeship
opportunities to nontraditional industries and itireate population.

Background

The Division of Apprenticeship Standards (DAS),hitthe DIR, is responsible for promoting
and developing employment based apprenticeshipitigaiprograms, improving apprentices'
working conditions, and advancing profitable empbeyt opportunities for apprentices. The
division accomplishes these objectives by providoopsultative services to apprenticeship
program sponsors, employers, employee organizatamuseducation providers.

California's State Strategic Workforce plan cabls €reating a million middle-skill, industry-
valued and recognized postsecondary credentialgelbet 2017 and 2027 and for doubling the
number of people enrolled in apprenticeship programring that same period. As of June 30,
2017, the Division reports over 74,000 active appces. The challenge is to substantially
increase the number of apprentices in non-consbrucectors and to increase access to an
approved apprenticeship program for inmates, eanalérs, veterans, women and other under-
represented communities, in order to achieve tladitgtive and quantitative goals of the State
Strategic Workforce Plan. Over two-thirds of alltiee apprentices are in the building and
construction trades, and 92 percent of all constmcapprentices are enrolled in joint
management/labor programs.

The 2017 Budget Act approved six positions and $8XBin federal funds to accomplish the

objectives of a federal grant to expand and difyergigistered apprenticeship, and to begin the
expansion and diversification of California's Stgac Workforce Plan. This funding is set to

expire in 2018-19. Under the 2017-18 budget, 40 ppygrams were created, with 20,000 new
apprentices, and 133 companies were engaged.

Governor's Budget Proposal. The Administration requests the continuance of tindial
funding with an ongoing augmentation of 42.0 posisi and $5.6 million annually to be phased-
in over a three-year period.

This proposal will build and strengthen a collaltivearelationship between DIR, the California
Department of Corrections and Rehabilitation (CDQR¢ California Prison Industry Authority,
and the Labor and Workforce Development Agency (f&g¢ by collaborating to create
apprenticeship programs and on-the-job trainingif@ation for inmates prior to release. The
goal is to provide inmates with occupational traghand industry recognized certifications while
in prison to increase their opportunity for job gdenent or paid apprenticeship programs upon
their release, and successful reintegration intesn

Senate Committee on Budget and Fiscal Review 9
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This proposal focuses on engaging nontraditior@uistry leaders in apprenticeship and increase
opportunities for veterans, women and low-inconaigs. Job growth in the state is occurring in
the information technology, health care, advancethufacturing, and transportation/logistics
sectors. DIR has collaborated with and will holdnd table discussions with Cisco, Salesforce,
California Manufacturing and Technology Associafiefc. to increase employer awareness of,
enthusiasm for and participation in apprenticeghggrams.

Labor Agency and DIR will coordinate with the follong governmental agencies:

e CDCR: To develop connections between the Departwie@eneral Services, other state
agencies and the State Building Trades Councilreanpte hiring of ex-offenders into
state civil service as well as local building tra@@prenticeship training committees.

e Workforce Development Board: To meet its Federal rkfi@yce Innovation and
opportunity Act and AB 554 mandate, align workfored education program content
with the state's industry sector needs, and progmdployers with the skilled workforce
necessary to compete in the global economy.

e Employment Training Panel: To provide funding suppgo employers in upgrading the
skills of their workers.

e CalHR Civil Service Initiative team: To craft appteeship programs for civil service
occupations where skill gaps exist.

The proposal will create opportunities for new amderging industries by utilizing a creative
approach to program design and deployment, whiflecte a consensus among government,
businesses, and labor about the value of apprshteo industry growth, as well as worker
advancement and security. Program objectives ai@law/s:

e Develop a new understanding of apprenticeship amelegant state agencies.

e Create a parallel system for nontraditional appceship models in information
technology, health care, advanced manufacturimg, et

e Ensure the ability of the Division to accommodaté@ue needs of each industry sector.

e Refresh the established inmate apprenticeshipinigaiprogram to prepare parolees and
ex-offenders to meet criteria for successful jacpment.

e Align inmate apprenticeship programs with industtgmand. Currently, there are
approximately 304 internal inmate continuing ediacatraining programs in: automotive
repair, machinist, meat cutting, printing, uphaistg and others. Through coordination
with CDCR, these programs are being formalizedpgseaticeship or on-the-job training
programs where appropriate.

e Engage businesses in the nontraditional industieesgducate them on the value of hiring
well trained ex-offenders through partnership wather governmental agencies (i.e. the
Board), or local community colleges, to provide @bust package of resources to
employers.

e Promote opportunities for ex-offenders, women, nzete, and those from other under-
represented communities.

The Administration estimates the following outcomassociated with the proposal.

Senate Committee on Budget and Fiscal Review 10
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Workload Measure 201718 2018-19 2019-20 2020-21 2021-22
Number of active apprentices 81,794 87.570 93,346 99,122 104,898
Number of new apprentices enrolled 36,807 39,407 42,006 44 605 47 204
Number of completion certificates

issued o graduating apprentices st 12,808 it 16.958 17,514
Number of new apprenticeship program

applications received 52 W 100 100 100
Number of new apprenticeship

programs approved 48 g2 02 02 a2

Staff Recommendation Approve as proposed.

Senate Committee on Budget and Fiscal Review
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7501 LIFORNIA DEPARTMENT OF HUMAN RESOURCES(CALHR)

Issue 7: Trailer Bill Language for State Retiree Casus Data

Summary

The Governor's budget proposes trailer bill langutat would require the Public Employees’
Retirement System (CalPERS) to assist the CalHRrbyiding retiree names and addresses to
CalHR for the purposes of notifying those retireg<eligibility for enrollment into a benefit
program, such as dental or vision, offered by CalHR

Background

CalHR administers benefits for active and retir¢ates employees. CalPERS maintains the
census data for retired state employees, whilé&stage Controller's Office maintains the census
data for active state employees. In order to fulll duty to administer benefits for retired state
employees, CalHR needs access to the retiree cdatusnaintained by CalPERS. CalPERS has
requested that CalHR obtain express legislativbaxization to facilitate the provision of the
census data. Without this census data, CalHR iblena contact retired state employees to
inform them about the benefits that are availabléhem. Retired state employees are currently
eligible for dental, vision, and group legal betsetffered by the state.

This change would ensure CalPERS can provide tlvessary census data to CalHR. The
information is limited to the retiree nhames andraddes, and no sensitive personal information,
such as social security numbers, would be exchangeslinformation would be used solely for
the purpose of notifying retired state employeesualeligibility for enroliment into a benefit
program offered by the state and any informatioavigled to CalHR would be treated as
confidential by CalHR.

Staff Recommendation Approve as proposed.
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Issue 8: Statewide Human Resources Workload

Summary. CalHR requests eight positions and $1.8 million1&R00 General Fund, and

remainder is reimbursement and special fund) in8214, and $1.9 million ($111,000 General
Fund, and the remainder is reimbursement and ddaaoids) in 2019-20 and ongoing to address
workload in areas of training, retention, and reéamant.

Background. The Administration’s proposal enables CalHR to dall through on its
commitment to fully modernize and improve HR seegicThe resources will be allocated to the
following divisions:

e \Workforce Development Division

o Statewide Training Center - $759,000 Reimbursenffarg Training Officer lIs
and one Office Technician-Typing) to increase irajnand course offerings to
meet demand, and to address customer service amdistiative support. CalHR
lacks a comprehensive IT solution to efficientlymadister growing statewide
training programs, and much of the operations aresotly manual with limited
functionality. Currently, CalHR can only meet apgmately 48 percent of 2018-
19 and 37 percent of 2019-20 projected demanddaring.

o Learning Management System: $330,000 ($188,000 r@efend) in 2018-19
and $150,000 ongoing. This is to create a cenédlifraining record of
employees, so that departments can track employaasng records as they
move to different departments. Additionally, thidlveelp manage the statewide
training centers course catalog. Currently, songadments are still using excel
systems to track training. This proposal will allayepartments’ systems to
interface with CalHR’s system.

o Statewide Employee Engagement Survey: $441,000bresement and one
position. Last year, the budget provided $135,@0@reate the program, and to
procure vendor-hosted survey support for approxeiga?l departments or 17
percent of 123 departments. This proposal seelexpand it to 54 percent of
departments in 2018-19 and all departments in ZWOngoing.

e Selection Division

o Selection Hiring and Consulting: $136,000 Reimbomset and one position.
CalHR’s goal is to update selection and hiring pcas, making them user
friendly while providing for the high user demanelcessary to fulfill department
hiring needs. The position will help produce onlirexaminations and
assessments, and work with external stake holdeisdapartments regarding
examinations. The requested staff will be able édichte the time necessary to
accomplish the goal without redirecting staff froorrent mission critical duties.

e Executive Office
o Statewide Multimedia Vendor Services: $165,000 (826 General Fund,
remainder is reimbursement and special funds). Ralkll establish a contract(s)

Senate Committee on Budget and Fiscal Review 13
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for marketing and branding support, video productamd other digital media
services, to be managed through the Office of thepuly Director of
Communications. With this proposal, CalHR will hathee ability to produce
statewide recruitment materials to generate intedsd drive prospective
applicants to want to work for the State of Califiar

Staff Recommendation:Approve as proposed.
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Issue 9: Merit System Services Program

Summary. CalHR is requesting an overall reduction of $988,bh reimbursement authority and
the establishment of 13 permanent positions, thetphased-in over three years, to assume the
duties performed by a vendor, Cooperative PersoBeelices (CPS), that currently administers
the Merit System Services (MSS) Program on belfalfadHR:

e Fiscal year (FY) 2018-19: increase of $207,000 beireement authority and establish
7.0 positions.

e FY 2019-20: decrease of $317,000 reimbursemenbéstittand establish four positions.

e FY 2020-21: decrease of $834,000 reimbursemenbétyttand establish two positions.

Background

The merit systems services (MSS) is a program requiy federal law. Since the inception of
specified Social Security Act programs in the 1930e federal government has conditioned the
receipt of federal funding for this program on 8tate ensuring that both the state and the local
agencies involved in administering these prograragtain a merit-based civil service system.
Initially, predecessors of the current DepartmenSocial Services and Department of Health
Care Services ensured local agency compliance. awen 1970, the MSS Program was
consolidated and transferred to the State Pers@oeeid (SPB), and in 2014, this responsibility
was transferred from SPB to CalHR.

In July 2016, CalHR adopted state regulations kn@asnLocal Agency Personnel Standards
(LAPS), which permits flexibility in allowing couigs to use their own local rules when

administering the MSS Program. Under LAPS, mantheffunctions that a vendor, Cooperative

Personnel Services (CPS), had performed on beh#ieoMSS Program became the counties’
responsibilities. Overall, the revised regulatiarieanged the way business is done in many
aspects. This change can be used as a pivotal ppotransitioning the program from CPS to

CalHR. Since the revision of LAPS, a limited-terwsjtion at CalHR was approved in 2016-17

to assess and develop a strategy to transfer latk duties performed by CPS. This limited-

term position has been performing management revaew analysis to gain a thorough

knowledge of CPS’ operations by reviewing the opens.

The day-to-day operations of the program are ctliyr@onducted by CPS. SPB first contracted
with CPS in 1985 and the contract has been reneegadlarly thereafter including after the

transition to CalHR in 2014. The present contraith WCPS expires on June 30, 2018. If the BCP
is approved, CalHR will renegotiate this contradhvCPS to reflect CalHR assuming the county
audit functions in FY 2018-19 and for CPS to camino administer the MSS Program in

counties that have not been approved as indeperdeanties with an overall plan to gradually

assume those duties over the next several yeal8{2021).

The work CPS performs on behalf of the MSS Prodials into two broad categories:

1. CPS audits counties that are approved to operat@®vitn merit system, known as
Approved Local Merit System (ALMS) counties. Th&MS counties are periodically

Senate Committee on Budget and Fiscal Review 15
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audited to ensure continued compliance with thefessberal requirements. Currently, 33
of the 58 counties are ALMS. The remaining 25 cmsare known as Interagency Merit
System (IMS) counties that fall into the seconagaty of work performed by CPS.

2. CPS provides direct human resource assistance$octvinties. Currently, the IMS
counties are not audited.

Positions: In 2018-19, seven positions will assume the afugictions CPS currently performs
for 33 counties that have been approved to indeg@hdoperate their own merit personnel
system. The staff members’ primary responsibilitidsbe to perform the following functions:

e Staff Services Manager Il (oneThis position will direct and implement the MSS
Program integration into CalHR, provide ongoing adstration of the program, and be
responsible for creating a business plan to inclymis, objectives, and timeframes for
the integration. This will require the manager tnduct detailed research for best
practices and innovative business processes. Futtteemanager will act as the point of
contact for stakeholders, provide general supamisiver the staff within the unit, and
continuously interpret laws, rules, regulations] develop policies.

e Associate Personnel Analyst (foufhe main responsibilities of these analysts willtde
audit the 33 ALMS counties. In addition, they wasist in developing processes and
procedures for the audit portion of the program.

e Associate Personnel Analyst (one): The main respiitg of this position will be to
study the current operations of CPS and perforneprananagement duties to assist in
transitioning the program in-house as efficienypassible. In addition, the analyst will
act as contract manager, and track and monitogratien development schedules. They
will also have the responsibility of monitoring thvebsite for incoming appeals.

e Office Technician-Typing (one)fhis position will serve as support to all MSS peog
staff. As this is a new unit, the office technicaail have a responsibility to assist with
the development of office processes and procedtn&sjng materials, and templates.
They will format, proofread, and correct grammaelBpg/punctuation for
correspondence and reports. In addition to otherimdtrative duties, this position will
make travel arrangements, compile, copy, assemélerrals, etc.

In 2019-20, CalHR will assume the human resoureesaces functions from CPS for 12 of the
25 IMS counties. The additional staff members’ @iynresponsibilities will be to perform the
following functions:

e Staff Services Manager | (on€ljhis position will provide direct supervision ovetaff
responsible for providing the IMS counties humasoteces services such as recruitment,
selection, and human resources consultation.

Senate Committee on Budget and Fiscal Review 16
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e Associate Personnel Analyst (thre&he primary responsibilities of these analysts will
be to provide examination, recruitment, and hunesource consultative services to the
counties who currently rely on CPS to perform humesources functions.

In 2020-21, CalHR will assume the human resouregsices functions from CPS for the
remaining 13 IMS counties. The additional staff nbens’ primary responsibilities will be to
perform the following functions:

e Associate Personnel Analyst (two): The primary oesbilities of these analysts will be
to provide examination, recruitment, and human ues® consultative services to the
remaining IMS counties.

Staff Comments

This proposal would allow CalHR to assume the addites and assess the HR duties provided
to counties performed by an outside vendor. CalldR mmodernized the regulations that guide
the MSS Program. This proposal is the first stepatd bringing CalHR into compliance with
Government Code Section 19130, which discouragse stgencies from contracting out for
services that could be carried out by state empglaye

Staff Recommendation:Approve as proposed.
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Issue 10: Enterprise Data Strategy |

Summary. The Governor's budget includes $503,000 ($63,000efz¢ Fund, $301,000
Reimbursements, $53,000 Central Services Cost Reg@nd $86,000 Special Fund) and three
positions in 2018-19, and ongoing, to address waikl resulting from statewide enterprise
human resources (Enterprise HR) automation invatiand support. This effort is in
collaboration with the Department of Technology (QDand the State Controller's Office
(SCO).

Background

Enterprise HR is a statewide cross-agency inigatiwth associated governance co-chaired by
the California Department of Human Resources (CalAiRd State Controller's Office (SCO).
Today, California’'s HR processes, procedures ammbrtmg are typically manual across
departments. They consist of a collection of digparsystems, built on various technical
platforms, with a range of automation maturity. Tdugrent systems are not integrated, making
reporting across state entities difficult withougrsficant manual effort. Challenges with data
sharing and consistency add to the inability ted&fely collect, synthesize and utilize state
employee history. Current manual efforts resultthe duplication of the tasks required to
manage employee training, employment, payroll, beireements, and other key human resource
activities statewide.

Enterprise HR will help define enterprise strategier addressing these business challenges
including, but not limited to, business processdésta, and technology. This will provide
solutions for promoting statewide interoperabilityd data sharing across departments.

CalHR requests resources to establish the enterpase record (ECR). This project lays the
foundation for tracking reporting on all state eoygles with an employee ID throughout their
state career and will be the central location treatks all employee information for all statewide
HR solutions that come on board. The second inigathat began is the statewide learning
management solution (LMS) project, which is a pdrthe CalHR Statewide Human Resources
Workload budget change proposal. Currently, the EADR LMS efforts are underway with
CalHR, SCO, and CDT leading these efforts with mai staff between the participating
departments. CalHR owns the majority of the prgjext the Enterprise HR initiatives roadmap
and without additional resources, CalHR cannotioastto staff these projects going forward.

Positions:

e Data Processing Manger lll (1.0) Currently, CalHR has one project manager that is
primarily working on CalHR’s ECOS project along lwibther projects. These initial
Enterprise HR efforts will begin with CalHR’s CIG #he project manager along with a
temporary project manager from CDT. The projequnes a project manager to oversee
each of these efforts, drive timelines, develop ammhitor work breakdown structures,
acquire resources, manage scope, risks, and issuegsgll other project manager duties
necessary.
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e Systems Software Specialist 11, Technical (1.0)CalHR currently does not have an
Enterprise Architect (EA) and this effort needsEakto maintain a consistent enterprise
vision, ensure business values, and give diredionall of CalHR’s Enterprise HR
initiatives. The EA also ensures that CalHR’s gff@re in-line technically with all other
efforts at CDT, SCO, and any other projects apptdwethe governance committee. The
EA will be responsible for ensuring that a scalatd¢a layer will sit between all of the
initiatives and the data store for the core emmogecord to promote interoperability
between systems and keeping a single employeedrégorall HR systems in the state.
These are very large efforts and affect all staefgadtments.

e Senior Information Systems Analyst (Specialist) (D): The business analyst is also
essential to any project to lead process reengmgeelicitation and documentation of
requirements, tracking and verifying requiremenraséability matrices, testing solutions,
documenting workflows, completing PAL stage gatecpss documentation, and
assisting in managing scope. CalHR currently tnsprimary business analysts that are
already working on several different projects amadirot also work on Enterprise HR
efforts.

Staff Recommendation Approve as proposed.
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7503 SATE PERSONNEL BOARD

Issue 11: Administrative Services Workload \

Summary. The State Personnel Board (SPB) requests fiveiposiand $655,000 ($223,000
General Fund, $263,000 Reimbursements, and $169@0fral Service Cost Recovery) in
2018-19 and ongoing to provide internal administeatresources to assist with equal
employment opportunity (EEO) duties, business ses/support, and manage SPB proceedings.

Background

Governor’s Reorganization Plan Number One (GRP204fl consolidated specific functions of
SPB and the former Department of Personnel Adnmmatisn (DPA) into the new Department of

Human Resources (CalHR) and transferred SPB’s astmative support functions to CalHR.

CalHR continues to provide administrative supporSPB and is partially reimbursed for these
services. Under the reorganization, SPB maintamgdority over appeals, merit system policy,
audits and oversight, and classification approval.

CalHR’s EEO resources have struggled to provideicerto SPB, especially without being
located onsite at SPB. CalHR'’s facilities sta# aot always able to address issues in the SPB
facility in a timely manner. Having on-site fatylistaff will alleviate many of the issues that
SPB executive staff are currently addressing diretith the Department of General Services or
elevating to Government Operations Agency.

SPB is responsible for California’s civil servicgsgem, ensuring that it is free from political
patronage, and that employment decisions are basederit. Prior to the GRP1 of 2011, SPB
had a small unit that prepared and reviewed aliddams for submission on the board meeting
agenda. Under GRP1, all of SPB’s operational atohimistrative support functions were
transferred to CalHR, including the unit that reveel, vetted, and prepared items to take before
the board. Consequently, since July 2012, SPBbkas without internal staff to perform this
work. CalHR staff have attempted to perform thdsées, including recommending which
classifications can be consolidated or abolishejsthg revision proposals to classification
specifications, and preparing other types of bageths. Absent SPB’s direct management,
carrying out those functions has been burdensame,donsuming, and inefficient for both SPB
and CalHR.

Staff Recommendation. Approve as proposed.
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7920 (CALIFORNIA STATE TEACHERS' RETIREMENT SYSTEM

Issue 12: Internal Investment Management

Summary. The California State Teachers' Retirement SystealSTRS) requests $15.4 million
and 58 permanent positions, to be deployed overe yfears. These resources will enable
CalSTRS to strategically respond to global econoouinditions and increased complexity of
assets under management at a lower cost throughugbeof internal management. These
resources would be deployed pursuant to TeachetseRient Board (TRB) actions as increased
assets under management (AUM) demand and as nogoettunities and risks are presented.

Background. In 1992, voters approved Proposition 162, which raoee the California
Constitution to give the board of each public pensisystem authority and fiduciary
responsibility for investment of moneys and the enistration of the pension system. As a
result, the California Constitution makes a pensimard the exclusive authority over the
investment decisions and administration of its pmnsystem. As of September 30, CalSTRS
has a portfolio valued at $215.3 billion, with thegest amount of assets ($119 billion) in global
equity. As of June 30, 2017 approximately 44 peroéthe portfolio is managed internally, with
approximately 56 percent managed externally.

In 2010-11, the TRB considered approaches to iaterersus external management of assets.
The findings concluded that transitioning assetsinternal management increases control,
transparency and results in a significant cost garmie from external management fees.
Consistent with those findings the TRB adoptedapproaches to internal management in June
2011. CalSTRS has steadily increased internal asaegement staff with single-year requests
approved through the administrative and legislatiuglget process. While this process has
functioned satisfactorily in the past, the increasemplexity and competitive nature of the
investment markets require additional nimblenegk spreed to respond to market opportunities
and risks. This proposal’s multi-year request piesithat flexibility.

The Investment Branch reports to the CalSTRS Qhiedstment Officer (CIO) and to the TRB.
The CIO oversees about 168 employees. The brarmigasized into two major business areas:
investment management and business/operational gaaemt. CalSTRS’ goal is to increase
value of assets under internal management, asasdlbok for cost efficiencies and enhanced
returns by bring both public and private assettegias in-house and reduce reliance on third-
party investment managers.

CalSTRS anticipates distributing funding and posiiover five years as proposed:

2018-19 | 2019-20 | 2020-21 2021-22 2022-23 Totals
Proposed $3.4 $3.1 $3.2 $2.9 $2.9 $15.4
budget in
millions
Proposed 14 12 12 10 10 58
staffing
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Additionally, the Governor is proposing budget klhguage to implement the request:

7920-001-0835—For support of State Teachers’
Retirement System, payable from the Teachers’
Retirement Fund ....................... 206,580,0

Schedule:

(1) 6450-Service to Members and
Employers .........cccevveenns 206,581,000

Provisions:

1. Of the amount appropriated in this item, uj
$6,197,000 shall be available for
encumbrance or expenditure until June 30,
2021, and shall be available for liquidation
until June 30, 2023, upon approval by the
Teachers’ Retirement Board and written
notification by the State Teachers’ Retiren
System to the Controller.

2. Notwithstanding Provision 1, of the amount
appropriated in this item, $3,400,000 is
available for internal investment staff and
related expenditures. The Director of
Finance may adjust staffing levels and
augment this item by an additional
$12,023,000, for a total of $15,423,000,
upon approval by the Teachers’ Retirement
Board and written notification to the
Department of Finance of the necessity of
the adjustment. Within 30 days of making
any adjustment to this appropriation
pursuant to this provision, the Director ¢
Finance shall report the adjustment in
writing to the Chairperson of the Joint
Legislative Budget Committee and the
chairpersons of the committees of each
house of the Legislature that consider
appropriations.

Staff Recommendation Approve as proposed.
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I TEMS PROPOSED FOR DISCUSSION

7501 (LIFORNIA DEPARTMENT OF HUMAN RESOURCES(CALHR)
0511 GOVERNMENT OPERATIONS AGENCY

Issue 13: Civil Service Improvement Trailer Bill Language

Presenter
e Marybel Batjer, Secretary of the Government OperetiAgency

Summary. The Governor's proposes trailer bill language tontmue advancing the
Administration’s civil service improvement efforts.

Background. The California Government Operations (GovOps) Agets responsible for
administering state operations including procuremaénformation technology, and human
resources. GovOps oversees various departmenbsdimg CalHR, the State Personnel Board,
CalPERS, CalSTRS, Office of Administrative Law, ahia Franchise Tax Board, Department
of General Services, and California Department @€hhology. Over the last three years, the
Administration has proposed trailer bill language dudget change proposals to further its civil
service improvement initiative. The goal of thdiative is to produce a modern human resource
system that will allow state departments to findl auickly hire the best candidates through a
fair and merit-based process.

Previous Budget Acts.The 2015-16 budget act adopted various civil senmprovements,
including (1) consolidating various hiring eligiiyl list requirements into a single process, under
the “Rule of Three Ranks,” which would allow hiringanagers to consider all eligible persons
whose examination scores result in them beingentap three ranks; (2) Expanding the pool of
candidates eligible to compete for a career exeeuissignment CEA position to include
individuals from the private sector; and (3) Redlimg department budgets to help promote
greater transparency in how departments develap sheport budgets, which include vacant
positions, personal services and operating exparsgsquipment.

The 2016-17 Budget Act provided CalHR with 16 posis in 2016-17, and 17 positions in
2017-18 to implement civil service improvements.daidnally, the Legislature adopted trailer
bill language to modify the exempt appointee reiteshent guidelines, remove the probationary
period for individuals who successfully complete thimited Examination and Appointment
Program job examination period and are appointedgdosition, among others.

In 2017-18 the Administration again proposed trai# language, which proposed significant
changes to the civil service process. The proposdlded the following: (1) extended the
maximum probationary period from six months to gear, (2) removed requirements for when
a department may refresh open and promotionalbédigists, (3) removed requirements of
information that is included in job announcemelity, created alternative eligibility lists, (5)

created exam demonstration projects, which werteréifit from existing traditional exams,

among others. Ultimately, this language was nduohed in the final budget package.
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Trailer Bill Language. Staff notes that the Administration published theppsed 2018-19
trailer bill language on April 18, 2018. The comia& and policy staff are still reviewing and
analyzing the impacts of the proposal. The propdsater bill makes various changes to the
civil service hiring and examination process, idahg the following:

State Personnel Board: Authorizes the SPB to plescules to govern appointments.
Currently, SPB does not have this authority undatuge, however SPB has passed
regulations to give itself this authority.

Examination: Authorizes CalHR or departments t@io#ll examinations on a continuous
basis. Currently, CalHR or departments can onlgrgfib examinations on a continuous
basis if it has difficulty maintaining qualifiedigibility lists.

Promotional Exams: Removes the requirement thandiridual can only apply for a
promotion if they are on an examination list foe tame job classification, and provides
SPB the authority to prescribe conditions for prtioraal examinations and transfers.

Employee Lists: Eliminates the conditions precedeanditions that must be met) which
currently allows the department to obtain anothepleyment list of the same or higher
level class only if an employment list is unavaiakor the class in which it belongs.
Instead, the proposal would allow the departmenblbtain another list under any
circumstance, as prescribed by SPB.

Reemployment Lists/Top Three Rankings for LimitegaBination and Appointment
Program (LEAP): Authorizes a department to mergédRHsts and regular employment
lists.

Reemployment Lists/Top Three Rankings: Eliminatedepartment’s ability to recruit
from candidates who scored lower than rank threelsithe department not have at least
three names in ranks one through three.

Examination process: Eliminates the requirement GatHR to approve a qualified
candidate, and allows the department to hire catelsddirectly.

Permanent Employee Status for Career ExecutivegAsgnts (CEA): Specifies that a
permanent employee would include a person who vpap®iated to career executive
assignment (CEA) positions and who never competediil service exams to obtain
permanent civil service status. Under current lasken the assignment is over, the
person has no permanent right to a position ireggavernment unless the person has
reinstatement rights arising out of previous cbatvice.

Departmental Cooperation: Requires SPB and CalHBotperate with each other and
with DOF, the State Controller, and other agentiepromote efficient and economic
administration of the state’s business.
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Staff Comments

In 2015-16, 2016-17, and 2017-18 the Administratpmoposed civil service improvement
reforms through the budget process. In the pasilmes of the subcommittee noted these
proposals may have been better discussed throegbotity committee process. As noted above,
the Administration published the proposed trail@l language on April 18th, giving staff,
stakeholders, and the public limited time to reviamd analyze the proposal. Staff questions
whether proposed trailer bill language has a budgruts, or if the proposal may be better suited
for policy committee, or in the collective bargaigiprocess. Additionally, it is unclear if these
changes are technical, or if there are potentiahtended consequences that may impact the
merit principle of the civil service system.

Similar to previous years, the Administration notlest many provisions of the proposal would
conform statute to SPB rules and regulations. Hewestaff wonders if such a process is
appropriate, or if it is the responsibility and igaliction of Legislature to develop statute
governing civil service.

Additionally, staff has concerns about the propdeatliminate “conditions precedent”, which
are effectively conditions that must be met betbee SPB or the department has authority to do
what the statute allows. By eliminating the coruis precedent, the changes give greater
authority to essentially exercise wide and gendédibility when the Legislature intended
flexibility for narrow exemptions.

Staff also questions the impact on the proposedgd® of rankings and eligibility lists.
Specifically, under the proposal departments camioally reissue an examination, which may
lead to unintended consequences of ignoring catetidaho ranked on previous exams, and
make the examination process less competitive. thudilly, the proposal eliminates a
department’s ability to recruit deeper within anséirg list, which could allow a department to
continuously offer examinations and refresh lists.

The Administration notes the intent of merging LEAS?s and other lists together is to make a
department unaware that a candidate has eligidildgn a LEAP list, and therefore make it
easier for a LEAP candidate to be hired. While ittent of the proposal is laudable, staff
wonders if there is an unintended consequence kingdt actually making it harder for a LEAP
candidate to be chosen over a higher ranked caedida

Lastly, the Administration contends that many clemngre technical and stylistic, however some
of these may lead to unintended consequences.Xaonpe, for amendments proposed under
“departmental cooperation” could be interpretedeagiiring SPB to first cooperate with CalHR
before engaging with other listed agencies, anddclimit SPB’s ability to work independently
with the other agencies except when CalHR is ir@gent. In light of these concerns, staff is
recommending to hold this item open allowing fordiidnal conversation with policy
committee, relevant stakeholders and further pubhew.
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The subcommittee may wish to ask:

» Are there any court cases that the proposed stgtab@nges would or could overturn or
impact?

* How CSI would impact seniority rights among statepiyees in the event there was a
recession and the Administration implemented woddaeduction?

 What happens when an employee is let go, but lygwsrito a position that has been
eliminated because of the class consolidation?

Staff Recommendation Hold Open.
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7120 QLIFORNIA WORKFORCE DEVELOPMENT BOARD

Issue 14: Statewide Prison to Employment Initiative

Presenter
e Tim Rainey, Executive Director, California Workfer©evelopment Board

Background

Each year, federal Workforce Innovation and OppuotyuAct (WIOA) funding is allocated to

the California Workforce Development Board (Stateail). The State Board then distributes
WIOA funds to each of the 45 local boards, whicle tise funds to operate America’s Job
Centers of California (AJCCs) within their juristdan. Local boards operate roughly 200 one-
stop job centers in California. In these centayb,geekers can search online job databases, take
courses on resume building, receive individualizadeer counseling, enroll in career-focused
coursework, and participate in on-the-job trainidglOA funding for job services at AJCCs is
approximately $400 million annually.

In addition to distributing federal funds, the $taBoard also sets statewide workforce
development policy. This policy is reflected in @@nia’s state workforce plamwhich the State
Board is required to prepare every five years. Ustite law, the state workforce plan serves as
the “comprehensive framework and coordinated ptanttie aligned investment of all federal
and state workforce training and employment sesvitending streams and programs.” The
state’s workforce plan lays out key goals, thatiguhe activities of the workforce system. These
goals include:

Fostering “Demand Driven Skills Attainment”

Workforce and education programs should align wittustry needs.

Enabling Upward Mobility for All Californians

Workforce and education programs should be acdessitall residents, including those
with barriers to employment.

Aligning, Coordinating, and Integrating Services

e Allocate resources efficiently to meet clients’ quee workforce and education needs.

Identifying High Demand Jobs and Partnering With Other State Entities.In developing its
plan, the State Board works with businesses amat ladarket experts to identify job fields that
are in high demand. It then designs employmentitrgiprograms to prepare jobseekers for jobs
in these industries. Federal law requires the stat&force plan to include jobs programs run by
other state entities, such as programs operatéidebymployment Development Department; the
California Community Colleges; the California Dejpaent of Education, which oversees adult
education; and the Department of Social Servicesiclw oversees jobs programs in the
California Work Opportunity and Responsibility tads program (the state’s cash assistance
program for low-income families) and CalFresh (¢kete’s food benefit program for low-income
households). These programs are included in thetpl@nsure that job training programs work
together to meet the state’s workforce goals. Altfo some local boards work to coordinate
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services with the California Department of Correet and Rehabilitation (CDCR), this
currently is not a requirement under state or faldexw.

Who Is Eligible to Receive Job Services®ob services are available to all jobseekers, but
prioritized for certain types of jobseekers whoefachallenges in finding and maintaining
employment. These priority jobseekers include Emglilanguage learners, low-income
individuals, homeless individuals, seasonal farnkews, individuals with disabilities, and ex-
offenders, among others.

What Job Services Are Provided at AJCCs’AJCCs offer two levels of job services: basic
career services and intensive career servicesc Baseer services include an initial assessment,
self-directed job search, and referrals to othkermgagrams. Intensive career services, which cost
more and require more staff-time than basic sesyiege available to priority jobseekers for
whom finding and maintaining employment is likety be more challenging. Intensive career
services may include one-on-one career counseliagic skills training, career-oriented
coursework, and on-the-job training. In 2016-17otal of 88,000 Californians received WIOA
career services. About two-thirds of those receivasic career services (59,000) and one-third
(29,000) received intensive career services. Therd below displays the different types of
priority jobseekers, including ex-offenders, whoeaieed job services in 2016-17.

Jobseeker Status in Employment Services and Training
2016-17 Participation in Adult and Dislocated Worker Programs

Under WIOA Title |
ELL or Low Literacy Single Parents Indiyidu::x[g With
13,000 10,000 Disabilities

7,000

Ex-Offenders

6,000
Low-Income Individuals
58,000 Homeless
4,500
Other?

2 Includes "displaced homemakers," jobseekers who will exhaust cash-assistance in the
coming two years, and jobseekers who spent time in the foster care system.

Note: Some jobseekers identify under more than one priority status.

WIOA = Workforce Innovation and Opportunity Act and ELL = English language learner.

Existing State Program Provides Grants for Ex-Offemer Employment ServicesThe state
currently funds a grant program, known as ForwacdBpwhich was established through AB
2060 (Pérez, V. Manuel), Chapter 383, StatutesO4#2FowardFocus is a competitive grants
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program for county partnerships—typically comprisaefdthe county, local board (and their
AJCCs), probation department, and local commuritgeld organizations (CBOs)—who in turn
coordinate services and provide integrated jomitmgi opportunities to recently released ex-
offenders. Participating county partnerships wereoaraged to use evidenced based practices,
as well as required to integrate matching fundsthadervices to be provided with grant funds.

Since 2014, county partnerships have received aboumillion from previous budget acts for
these purposes and have provided employment serticeabout 800 recently released ex-
offenders. The board is currently in its third rdusf grants ($2 million), which will span from
May 1, 2018 to April 30, 2020. Current law requitbs State Board to submit a report to the
Legislature about the program’s effectiveness, uidiclg an assessment of the viability of
integrating workforce programs for ex-offenderseTieport, which was due January 1, 2018,
was received by the Legislature on April 6, 2018.

The report notes that grants are still in progressl data is not final, therefore findings are
preliminary. The Legislature will receive a mordailed analysis once final data is available. In
the interim, the board reports that there were B3 2060 grantees in 2015 and 2016, with
projects spanning from 18 months to two years, amdrds of up to $400,000 each. The report
presents preliminary participation and outcomes dgported by grantees.

Round 1 Round 2 Total
Total participants 344 451 795
Parthpants enrolled 286 305 591
in training
Participants 222 242 464
completed training
Participants placed in 146 210 356
employment

The report notes several key practices and ledeamnsed in serving the supervised population.
Specifically, the report notes the importance af). ‘earn-and-learn” training opportunities to

ensure participants have an income while traini2y; pre-apprenticeship and apprenticeship
programs; (3) flexible resources for dedicated casmagers, professional development and
supportive services (housing, transportation, clitd, etc.); (4) partnering with probation

departments; (5) collaborating with community baseghnizations; and (6) considering industry
sectors and training programs that are appropf@tethis population, as well as employer

engagement. Many of these lessons are incorpoirateé boards preliminary recommendations,
as well as (1) encourage formal partnerships, aggats, and co-funding arrangement of key
stakeholders; (2) support state alignment of paragencies, and (3) invest and guide the
development of regional partner strategies.
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Governor’'s Budget Proposal

Provides $14 Million General Fund for Employment Sevices for Ex-offenders.The
Governor’s 2018-19 proposal would provide $14 milliGeneral Fund over two years to fund a
new job training program for ex-offenders at theess AJCCs (and their subcontractors). Funds
could be used for a variety of services, includimglish language learning, basic skills and
adult education, training stipends, industry-apprbeertification programs, pre-apprenticeship,
and on-the-job training, among others. Based dniirg cost data from the ForwardFocus grant
program, the State Board estimates that about Efafifenders would attain job placements as
a result of these services. (A somewhat larger rurob ex-offenders would receive services.)
This represents $14,000 in funding for each exrafé® who attains a job placement.

Provides $20 Million General Fund for Supportive Sevices. In addition to direct employment

services, the Governor proposes to allocate $2lomilGeneral Fund over two years to fund
supportive services for ex-offenders who parti@pat job training. Supportive services are
services that an ex-offender may require in ordeattend job training. Common supportive
services include bus passes, childcare vouchems, haasing assistance. According to the
proposal, ex-offenders who participate in employmservices would be eligible for up to

$5,000 each in supportive services.

Provides $1.75 Million General Fund to Integrate Wokforce Training Programs. Under the
proposal, the State Board would provide an addiidbl.75 million General Fund to local
boards for the creation of regional partnershipd planning between the local boards, CDCR,
parole centers and county probation department,cammunity-based reentry services and
others as authorized by the state board. Grantddwmel made to each of the 14 workforce
regions based roughly on the number of ex-offendarsach region. According to the
Administration, implementation grants that factiacollaboration would help regional partners
“package” services and customize job placementcbarsean ex-offender’s training history and
job needs.

The proposal requires all local entities to devgbaptnership plans. These plans would outline
how each entity intends to integrate services fooféenders. One byproduct of this new
planning requirement is that the state workfor@phould add CDCR and county probation as
official workforce partners.

The trailer bill provides the board the flexibility develop guidelines for the program, such as
plan content, partners, activities of partnershgpsdelines for allocation and distribution of
grants. Trailer bill language requires the boardttteast consider need of workforce services in
each region for formerly incarcerated, size of get#ase population, and recidivism rate of each
region.

Some Grant Evaluation Data Would Be Submitted to Stte Board. The proposal provides $1
million for a grant evaluation, and would requiecadl boards to submit to the State Board
information about ex-offender participation in grfsnded programs. This would include
information about how the grant was implemented,rtbmber of ex-offenders who enrolled in
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training activities, whether enrollees completedining, and whether participants found
employment.

Legislative Analyst's Office Comments

When the LAO published their analysis, the JandawardFocus report was not available, as a
result they recommended withholding action untg tleport was available for review. As an
initial review of the proposal, the LAO notes thaeveral major elements of the proposal are
based on the existing ForwardFocus grant prograisinga questions as to the need for
a new employment services program. Specificallg,Administration’s proposal is similar in the
following respects: (1) fund similar employment\sees; (2) require similar though limited data
reporting; (3) both encourage integrated services.

New Proposal’s Plan to Allocate Grants Throughout gate May Have Drawbacks.Under the
Governor’s proposal, grants would be allocated albing to the number of ex-offenders in each
region or a similar measure as determined by tledodJnder the existing program, grants are
distributed on a competitive basis and require atiovone match from local entities.. The new
proposal does not require a matching requiremerat,igstead distributes grants across all areas
of the state.

The LAO is concerned that grants under the new gsalpmay be too small to be effective in

some parts of the state. The state’s ex-offendpulption is concentrated in major cities: three-
guarters of supervised ex-offenders reside indegel counties. Rural areas would likely receive
few resources under the proposal. Statewide gmarikese areas may be insufficient to integrate
services or operate employment programs for exadefes.

Should the Legislature want to invest in the emgptiForwardFocus program, the LAO
recommends the Legislature request new data froamtges, including information about
recidivism among past and current job training ipgrants, and also specify how large grants
should be, how many grants should be made and &t wdgions, and whether a different
matching requirement would be more appropriate.

The LAO also recommends the Legislature requestiaddl data to evaluate performance and
effectiveness of grantees and require the StatedBwasubmit this information in an annual
report to the Legislature. This information coutatlude: the percentage of participants or past
participants that recidivated within one year ofitlrelease, the type and cost of job services
provided to each participant, and whether partitipanaintained stable and unsubsidized work
six months after finishing the program.

The LAO recommends that the Legislature to aslddpartment the following questions: (1) are
local agencies able to integrate services withimsteyg funding, (2) what has prevented
integration from occurring in the past, (3) whatpst would be needed to integrate CDCR data
into the state’s workforce data systems, and @)taere other local agencies that should be
included in efforts to integrate services.
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Staff Comments

In recent years, the Administration and the Letjiska has sought to create better regional
coordination for services such as adult educatoameer technical education, and workforce
development across various state departments, asictine California Community Colleges,

California Department of Education, and the stadarth. This has aligned with the California

Unified Strategic Workforce Development Plan of 2D20.

Additionally, the state has also invested in sdventiatives and programs that specifically
targets the formerly incarcerated and justice-imedlpopulation. The 2017-18 budget provided
$5 million and one position from the Road Maintet@rand Rehabilitation Account, State
Transportation Fund for 2017-18 through 2021-22jnm@lement pre-apprenticeship training
programs, focused on formerly incarcerated, woraed, minorities, in support of SB 1 (Beall),
Chapter 5, Statutes 2017 projects. Additionallypesition 39 and the Clean Energy Jobs Act,
SB 73 (Committee on Budget and Fiscal Review), @ra@9, Statutes of 2013, created a
construction pre-apprenticeship skills training grgrogram, which builds pipelines for the
construction trades for disadvantaged youth, veterand the formerly incarcerated, and
appropriates $3 million Proposition 39 funds anhu&b the State Board from FY 2013-14
through FY 2017-18. Additionally, the state us&dndillion from discretionary WIOA funds to
fund the Workforce Accelerator Fund Awards, whiahded 14 ex-offender projects (with $3.6
million in local matching funds).

The proposed trailer bill language would evaluatecomes of the grants based on individuals
enrolled in programs, individuals who transitiotoinvorkforce, services provided, and ability to
succeed in workforce and education system, sumgoservices among others. While the BCP
notes that the program evaluation would be comglatefall of 2021, there is currently no
specified date.

The subcommittee may wish to ask:

* Under AB 2060, preliminary data shows there was4apdrcent job placement rate.
Please describe what programs and practices wemndist successful in job placement,
and which have not been successful?

* What is the rationale for not including a local oratequirement for supportive services
grants or regional implementation grants?

* What is the rationale for not including non-suppédion language for the grants?

Staff Recommendation Hold Open.
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7320 RyBLIC EMPLOYMENT RELATIONS BOARD

Issue 15: Workload Oversight Item (Informational)

Presenter
* Mary Ann Aguayo, Chief Administrative Officer, PubEmployment Relations Board

Background. The Public Employment Relations Board (PERB) isiasitjudicial administrative
agency charged with administering the eight statdkat establish the collective bargaining
process for about 2.3 million governmental emplsyee California. In this role, PERB (1)
ensures these laws are implemented and appliedstamtty and (2) mediates and adjudicates
disputes between governmental employers and emgdoy®uch disputes include “unfair labor
practice” claims. Section 3541 of the Governmend€establishes PERB and specifies that the
board “shall be independent of any state agencké Moard consists of up to five members
appointed by the Governor with the advice and caineéthe Senate; however, the board can
establish a quorum—allowing it to conduct businessith three members.

PERB has had budgetary challenges as the agenayldoad has increased over the years
without budgetary augmentations. In response teetloballenges, PERB has relied on keeping
various positions vacant—including vacant seatshenboard—to redirect funds in the board’s
budget. These vacancies—patrticularly in the Oftitéhe General Counsel—have contributed to
significant backlogs in resolving labor disputesP&RB. PERB’s budget issues were further
complicated after the Department of General Sesvi@GS) determined in 2015 that PERB
would need to relocate its Los Angeles regionalceff(located in Glendale). This office is
PERB'’s busiest regional office, processing mora th@d percent of PERB cases each year.

Previous Budget Acts.

The 2016-17 budget Act provided $885,000 GenerabRo fund five new positions—bringing
the board’s total position authority to 62 posierand $217,000 General Fund to pay for costs
associated with relocating the Glendale office. Dlielget also included provisional language
directing PERB to report to the Legislature on efdoe January 10, 2017 and May 14, 2017 on
specific workload metrics. The goal of this repogtiwas to help the Legislature determine if
PERB has sufficient resources to address the egistise backlog and resolve labor disputes in
a timely manner.

In the January 2017 report, PERB indicated thatl® is a reasonably effective period for the
Office of the General Counsel to complete invesiigs and issue determinations in unfair
practice cases or representation petitions. Theageeage of cases has increased recently to
more than three times this 60-day goal. Specificdtir January through March 2018, it takes
about 165 days to process Office of the Generaln€elucases, which directly affect the
workload of the Division of Administrative Law. PBRreports it takes about 117 days to
process cases at the Division of Administrative L&ERB also notes that there are 37 cases
which are over one year old.
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The 2017-18 budget provided $750,000 General Fang0il7-18 and 2018-19, $620,000 in
2019-20, and $590,000 in 2020-21 and ongoing, twvige the appropriate level of permanent
funding to support all existing permanent positiorsduce existing backlogs, and improve
PERB’s timeliness for issuance of resolutions aaskaeterminations.

Los Angeles Regional Office.The 2016-17 budget provided funding for officeoration,
whose lease ended in February 2017. PERB repa@tshé office is coordinating a move to take
place by June 2018. In addition, PERB notes thaastheld about 7.5 positions vacant, and used
related spending to pay for the move.

Two Vacant Board SeatsIn order to take action on items, a quorum oféhpeard members
must be present at board meetings. For more tharyéars, two of the five seats on the board
have been vacant. This creates a greater likelihafothe board not having a quorum at its
meetings. For example, the board was not ablehieae a quorum at its December 2016 public
board meeting because one board member was abbenLAO estimates that the three vacant
positions associated with these board vacancies-ttbedboard members and a shared support
staff position—free up at least $500,000 (abouetent of the department’s budget) for PERB
to spend on other staff and operating expensesnitit clear the extent to which PERB relies on
these freed up funds to pay for staff across tipadments’ four divisions.

The subcommittee may wish to ask the following tjoes:

1. How has PERB utilized the 2017-18 budget allocataod its plans for the 2018-19
allocation?

2. How long will it take for General Counsel to redube average time it takes to process
cases to the target period of 60 days?

3. Why is the PERB board not filled? If all five seafghe board are filled, how will PERB
support currently filled positions?

4. Why did PERB hold positions vacant to fund thea#frelocation since the 2016-17
budget provided $217,000 for this purpose?

Staff Recommendation None at this time. This is an informational item.
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7350 DEPARTMENT OF |INDUSTRIAL RELATIONS

Issue 16: Victims of Wage Theft Restitution Funds

Presenter
* Greg Edwards, Chief Financial Officer, Departmenihdustrial Relations

Summary: The Department of Industrial Relations (DIR) respsebudget bill language to allow
fund balance transfers in 2018-19 from the IndaktRelations Unpaid Wage Fund (Unpaid
Wage Fund), to the Garment Manufacturers Speciabiat, the Car Wash Worker Restitution
Fund, and the Farmworker Remedial Account, upomayah of the DOF to pay valid claims, in
the event of a cash shortage in any of the restitufunds, prior to any annual transfer of
revenue from the Unpaid Wage Fund to the Genenadl Fu

Background

DIR administers the Unpaid Wage Fund which wasioaily established in 1975 for all wages
or benefits collected by the Labor Commissionerhaoremitted to the worker or the worker’s
lawful representative. At the end of each fiscary¢ghe unencumbered balance remaining in the
Unpaid Wage Fund is transferred to the General Filihd practice of depositing the remaining
unencumbered balance into the General Fund begBN 2005-06 as a result of concerns over
General Fund solvency.

The Garment Account is administered by the Labam@dssioner, and funds from this account
are dispersed only to persons determined by therl@bmmissioner to have been damaged by
the failure of a garment manufacturer to pay wayesbenefits. California Code of Regulations
Section 13635 sets the fee structure for the Gariecount, applicable to garment contractors
and garment manufacturers based on their gross sabeipts. Fees for garment contractors
range from $250 for contractors with $100,000 @slen gross sales to $1,000 for contractors
who earn over $1 million in gross sales. In additi®75 of each registration is deposited into the
Garment Account. This account has been insolvertesP015-16 because the amount of new
claims is greater than the account’s annual revehhis results in over $4.5 million of claims
that cannot be paid. The Garment Account receinegvarage of $300,000 each year from fees
but in recent years expends $800,000 to $1.5 miltm unpaid wage claims annually. The
Garment Account is short $500,000 to $1.2 milliomteet the needs of all wage claims each
year. The Unpaid Wage Fund transfers between #mtb $6 million of unencumbered funds
to the General Fund every year

DIR also administers other accounts including tlae Wash Fund, and the Farmworker Account,
that each serve as a safety net for the workeiis inespective industries when wages illegally
withheld from these employees cannot be colleateh the responsible employer. Workers with a
valid claim may submit their request for paymenthe applicable restitution fund. If/when, any of

these funds are exhausted, the respective empf)yaeq left without recourse. However, at this

time, the Administration does not anticipate anit@althl need in the Car Wash Fund or the

Farmworker Account. The Administration notes thesie funds are included out of caution so that
the DIR may have the authority to address any wgdrclaims should they arise in 2018-19.
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The Governor proposes the following budget bill laguage:

7350-011-0913—For transfer by the Controller, upon

order of the Director of Finance, from the Induatri

Relations Unpaid Wage Fund to the General Fund
........................ (1,000)

Provisions:

1. Forthe 2018-19 fiscal year, notwithstanding
any other provision of law, and upon approval
by the Department of Finance, funds available
in the Industrial Relations Unpaid Wage Fund
may be transferred to the Farmworker
Remedial Account; the Garment Manufacture
Special Account; and/or the Car Wash Worker
Restitution Fund in the event of a cash shorte
prior to any transfer from the Industria
Relations Unpaid Wage Fund to the General
Fund.

2. Notwithstanding any other provision of law, the
Controller shall transfer to the General Fund the
unencumbered balance, less six months of
expenditures, as determined by the Director of
Finance, in the Industrial Relations Unpaid W
Fund as of June 30, 2019.

3. The Department of Industrial Relations shall
provide an estimate of the transfer amount to the
Department of Finance no later than April 15,
20109.

Staff Comments. As noted above, the Garment Account is experiencwgr $4.5 million in
outstanding claims due to insufficient funds in #eEount. Under the Administration’s proposal,
the DIR expects an approximately $4.3 million oimeet transfer from the Unpaid Wage Fund to
the Garment Account, which would effectively reduttansfers to the General Fund. The
subcommittee may wish to consider why an imbalaxists, and what alternatives or mechanisms
there are to right size the Garment fund movingvéwd. DIR will continue to evaluate the ongoing
need as they move forward. DIR notes that the gatritiaims would have first priority under the
proposal, and at this time, there are no shorthalkther the farmworker or carwash funds. Statute
notes that should any future claim be submitteceutioe unpaid wage fund, but cannot be remitted
because funds have been transmitted to the Gdnaandl then it is the General Fund responsibility
to pay out the claim.

Staff Recommendation Approve as proposed.
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