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PROCEEDINGS
TUESDAY, AUGUST 5, 2008
(9:03 a.m.)
AGENDA ITEM NO. 1

CHAIRMAN PA UKEN: This is Tom Pauken,
Chairman. I'm going to call it to order. And | want
to welcome our newest Commissioner, Andres Alcantar.
And he's, | would say replacing Ron Lehman. Not
exactly that. He's become the public commissioner,
and I'm now the business commissioner.

And, as a result, we want to welcome
you, Commissioner Alcantar, who all of you I'm sure
know, has been working with this agency for many years
and comes from former Governor Bush's staff and
present Governor Perry's staff and very knowledgeable
about the agency. And I'm sure he's going to be a
ver vy positive addition to the Commission.

And now I'm going to turn the meeting
over to Commissioner Alcantar to preside over that
portion of the meeting involving Agenda Items 2
throug h 5. Commissioner Alcantar.

COMM. ALCANTAR: First off, Chairman
Pauken and Commissioner Congleton, very pleased to be
here with you this morning. I've admired your work

from over in the Governor's Office. | know how
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committed you are to advancing the mission of this
agency, and | look forward to working with you on the
issues facing this agency in the State of Texas.

As to the staff here at the Workforce
Commission, an outstanding group, one that's
distinguished itself. And | look forward to working
with you on a daily basis in a more direct way.

AGENDA ITEM NO. 2

COMM. ALCANTAR: Roger Dickinson, it's
my understanding that we have no cases of continuing
jurisdiction to consider or cases to reconsider under
Agenda ltem 2. Is that correct?

MR. DICKINSON: Yes, Chairman Alcantar.
That is correct. No cases have been submitted.

COMM. ALCANTAR: Thank you.

AGENDA ITEM NOS. 3,4 &5

COMM. ALCANTAR: So that the offices may
have adequate time to prepare for the tax liability,
wa ge claim and unemployment compensation docket, |
would ask that a motion be made to defer discussion,
consideration, and possible action on tax liability
cases, wage claim cases and unemployment compensation
case for Dockets 29, 30, 31 and 32 until a later date.

CHAIRMAN PAUKEN: | move that we defer

discussion, consideration, and possible action on tax
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liability cases, wage claim cases, and unemployment
compensation cases for Docket 29, 30, 31 and 32 until
a later date.

COMM. CONGLETON: | agree.

COMM. ALCANTAR: It is unanimous.

MR. MOORE: Commissioners, for the
record, John Moore, Acting General Counsel.

We will be working on a schedule with
your offices to bring these cases forward at a later
date on a subsequent Commission agenda.

COMM. ALCANTAR: Thank you.

| will now turn the meeting back over to

C hairman Pauken.

CHAIRMAN PAUKEN: Before we resume the
agenda and | -- | can understand. I'll tell you, the
first meeting | had, | had Commissioner Lehman firing

away and Commission Congleton firing away, and I'm
sort of listening there and trying to sort through
what's going back and forth.
So, obviously, you're very experienced
having sat through these sessio ns, but it took me a
little while to get up to date. And | know that
you've got an excellent staff over there and that
you'll quickly, with your background, be up to date,

but it sure took me a w hile.
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| would like to note for the record,
before we get into the major agenda, because this is a
little unusual in t hat | have been the public
commissioner and that | just want to reflect for the
record that with the cases on Docket 29, 30 and 31
that were presented to us for discussion, | considered
the cases and cast my votes on those cases as the
public representative on the Commission. And that
also is going to be the situation with respect to
cases on Docket 32, which will be heard in the near
fut  ure.

When deliberating over cases, it was
never my practice to tally my votes and set a quota
for one side or the other. My votes were based
entirely on the merits of each individua | case and
represented my best judgment as to what would best
serve the interest of the public at large.

AGENDA ITEM NO. 6

CHAIRMAN PAUKEN: With that said,
Mr. Moore, is there any public comment?

MR. MOORE: No, there isn't, sir.

PRESENTATION OF SERVICE RECOGNITION AWARDS

CHAIRMAN PAUKEN: Okay. Before we

b egin, | would like to make a presentation and have

the Commissioners join me. | hope we have - ah,
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there she is.

Wo uld Karen Castelli and Fran Carr, Mary
F. Carr -- would Fran Carr please come down to the
front.
Ronny, would you like to read --
COMM. CONGLETON: Sure.
CHAIRMAN PAUKEN: -- this one to Fran
Carr. And then, Fran, why don't you come up here.

COMM. CONGLETON: It's quite all right.

Service Recognition Award. "The Texas Workforce

Commission wishes to recognize 25 years of time,

thought and energy contributed by Mary F. Carr." Hi,

Mary.

(Laughter)

COMM. CONGLETON: "Our sincere

appreciation for your dedicated service to the people

in Texas."

MS. CARR: Thank you. | appreciate it.

(Applause)

(Brief pause

- photo)

COMM. CONGLETON: All right.

Congratulations.

CHAIRMAN PAUKEN: Okay. Good job, Fran.

And now a lady I've gotten to know

recently who, when | becam

e public commissioner, was
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on the staff and had worked for my predecessor as
Chairman and did a marvelous job for her and has done

a marvelous job for me.

| didn't realize 20 years, but this is

in honor of Karen Castelli's 20 years of time,
thought, and energy contributed. This is a Service
Recognition Award an d our sincere appreciation for
your dedicated service for the people in Texas. You

do a great job here.

MS. CASTELLI: Thank you.
(Applause)
(Brief pause - photo)
CHAIRMAN PAUKEN: All right. Since we
have such a -- normally, we take a break, but since we
had no -
MR. TEMPLE: We're ready.
CHAIRMAN PAUKEN: -- agenda, we're ready
to roll, are we not?

AGENDA ITEM NO. 7
CHAIRMAN PAUKEN: No. 7, Mr. Temple.
And this is discussion, consider ation and possible
action regarding the estimated Unemployment Trust Fund
balance pursuant to Texas Labor Code Section 204.061
and the estimated Employment and Training Investment

Holding Fund bal ance available for transfer pursuant
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to Texas Labor Code Section 204.123.
Mr. Townsend.
MR. TOWNSEND: Good morning,
Commissioners. [I'll take a seat at the table this
morning since | have a few other agenda items to cover
later.
This morning, on the Unemployment Trust
Fund projection for October 1, 2008, we prepared
information dated through July 30th. We're estimating
the trust fund balance will be 1 billion 665 million
on October 1, 2008. Based on that estimated balance,
that will be 762.8 million above the floor.
Let me also share with you this morning
a couple of observations about our trend information
for the last six completed weeks. This was
information ending July 19th. Total net benefits paid
average 29 million per week. That was up almost
31 percent from the one year ago six - week average of
22 million. With regard to initial clai ms, they
averaged 14,150 for the six weeks ending July 19th.
That was up 18 percent above the one year ago six - week
average for initial claims of just under 12,000.
And that conclude S my presentation this
morning. Commissioners, if you have questions or

comments to add.
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CHAIRMAN PAUKEN: Commissio ner
Congleton.

COMM. CONGLETON: | fear the next year,
as far as those rises as we -- Texas begins to suffer
the same fate of the country. Hopefully, we won't be

hit as hard.
CHAIRMAN PAUKEN: Commissioner Alcantar.
COMM. ALCANTAR: | have no comments on
this, Chairman.

CHAIRMAN PAUKEN: What's your sense
of -- go ahead, Larry.

MR. TEMPLE: | want to draw to your
attention that that does include the newly approved
extended benefits that -

CHAIRMAN PAUKEN: Oh, okay.

MR. TEMPLE: -- Congress enacted. So to
the degree that -- 31 percent, we've been running
around and 20, 21 percent, | think, higher than in the
previous reports.

CHAIRMAN PAUKEN: Is that because of the

extended -

MR. TEMPLE: Some of that 31 percent
would be attributed to the extended benefits as well.
| don't have a breakout on t hat unless somebody in the

audience has a breakout. We can get that for you so
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you have an idea of --
CHAIRMAN PAUKE N: What's your sense,
Mr. Townsend -- you know, let's assume the trends, as
Commissioner Congleton suggests, turn negative. We
just saw the national unemployment rate go up. You
know, evenin T exas, obviously, the trends are
negative compared to last year. They're still a lot
better than the rest of the country, but we're
trending negative. What's your sense of the solvency
of the fun d, if you will, the rest of this year and
early part of next year?
MR. TOWNSEND: Yes, Mr. Chairman. The
good news, | suppose, in the numbers we're looking at,
this will be the, | s uppose, the first time we ever
have entered a cycle, potential cycle here with a
balance of this size. And so that would be the good
news in terms of how that would trend out.
So ou r estimate is 760 million as of

October 1, 2008. And we have done some very

preliminary -- and | will mention it's at this point
not quite ready to -- I'm not quite satisfied that
we've looked at all the assumptions of what

potentially would happen to the trust fund a year from
that date; in other words, October 1, 2009.

And based on -- | don't know if it's

12
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conservative or what have you, in terms of our
estimate for the benefits paid. It looks like,
though, with that trend line, we still would be above
the floor a year from now with the balance we're
entering the year October 1st with, at that point.
However, having said that, we have seen
times when | think, many of you are aware, when the
benefits paid went up considerably more than our
estimates. And so if that were to be the case, then,
of course, that scenario there | just mentioned
wouldn't --would not be the case.

CHAIRMAN PAUKEN: What's your best
estimate? | don't want to pin you down but you're --
let's say if it moves from 4.5 to 5.5 or, you know, or
4.5 to 6. What does a one percent difference make,
say hypothetically, over a year or a six - month period?

MR. TOWNSEND: Well, and - letme -
there will be several caveats around this.

CHAIRMAN PAUKEN: Right. No, I m not
trying to pin you down. | just want to get a, you
know  --

MR. TOWNSEND: What we typically see at
this point, for our unemployment rate we're assuming
in here, we have what we refer to as a percent

compensated, so those individuals that are eligible

13
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and receive benefits. And that percentage is around
18, 20 percent. What we would anticipate under
your -- seeing unemployment rise to, say, five or five
and a half percent, is that most of that unemployment
wouldn't -~ you would not see the percent compensated
stay at that 18 to 20 percent level. You see most of
those folks being eligible and actually receiving
benefits. At least that has traditionally been the
way our models track. And s o if that were the case,
you would see a fairly significant rise in our percent
compensated, which would mean it would go up at a much
steeper rise than what we normally would expect.
And so that's where you start seeing the

benefits paid each week go up at a fairly high rate.
And so you would go through the balance pretty quickly
under that scenario. And we saw -- | think the last
time we saw this was five or six years ago.

CHAIRMAN PAUKEN: Yes, what happened
then?

MR. TOWNSEND: We were basically paying
out about a billion, a billion on e, in benefits a
year, and we went to almost 2 and a half to
2.7 billion.

CHAIRMAN PAUKEN: And what was the

change in terms of the unemployment rate, if you
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remember?
MR. TOWNSEND: | don't recall the exact
numbers, but | think it was around a 4 and a half

percent, and | think we sa w over 6 percent.

CHAIRMAN PAUKEN: Okay. So one and a
half --

MR. TEMPLE: And we were having
was the airlines, it was the IT -

CH AIRMAN PAUKEN: Right.
MR. TEMPLE: - itwas the -
CHAIRMAN PAUKEN: So higher level was

MR. TEMPLE: It was all back

all back from benefit s, so it hit it hard, and it hit
it hard fast.
CHAIRMAN PAUKEN: Okay. So a point and
a half change could make a significant difference
pretty quickly?
MR. TOWNSEND: Absolutely. Yes, sir.
CHAIRMAN PAUKEN: Okay. Any further

discussion, comments from the other commissioners?

COMM. CONGLETON: (No verbal response)

COMM. ALCANTAR: (No verbal response)

CHAIRMAN PAUKEN: Okay.
AGENDA ITEM NO. 8

CHAIRMAN PAUKEN: All right. Next item.

almost

15
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Discussion, consideration and possible action

regarding the Fiscal Year 2009 operating budget and

the Fiscal Year 2010 - 2011 legislative appropriations

request, including funding priorities, staffing
levels, performance measures, and other budget
issues.

Mr. Townsend again.

MR. TOWNSEND: Yes, Mr. Chairman.
morning again, Commissioners. Again, for the record,
my name is Randy Townsend.

If you have your notebooks available
there. They were distributed yesterday afternoon to
your offices. If not, we have a few extra copies
here.

| was going to just go over briefly the
schedules for the 2009 operating budget and 2010
Legislative appropriat ion request. And what I'm
hoping to do this morning is simply lay out for you
just where the budget stands at this point in time.

There's obviously decisions that you
will need to ¢ onsider, direction that staff will need
to work up some different scenarios and what have you
and we'll -- Il try to point those out along the
way. The plan will be to get this out for your

con sideration this morning. We've had a little bit of

- related

Good

- 2011
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an opportunity to brief you just real briefly,
actually, at this point and can spend more time , if
you would like to consider some other alternatives or
what have you, to work that out within the next couple
to three weeks before we actually need to submit our
Legislative appropriation req uest for '10 and '11.
The way I've organized this is
essentially how we will need to present this in our
appropriation request. We will include 2007 actual
information. Staff has e stimated 2008 estimates for
this current year that we're in, about to conclude
here this month. And then we are proposing a 2009
operating budget which is tied, if you will, to our
current approp riation levels for the 2008 - 2009
biennium. And then for 2010 and '11, that is our
request.
| will just refer to a few items on
Schedule 1. 1 think the best way to start with this
is just -- more maybe for our listening audience than
for you, Commissioners. | think you are well aware of
this situation -- looking at Page 2, it's just a quick
refresh of where our funding come s from for this
agency. We do receive a sizeable amount of general
revenue. However, in relation to the total budget,

it's a fairly small percentage so we're -- method of
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finance for general revenue is about 112, 113 million
ayear, so it is a large amount. I'm on Page 2 of 5
of Schedule 1. But out of a billion dollar budget,
that represents about 10 percent.

Further, to the general revenue
think, again, you are well aware of this -
large portion of that is tied to two programs; namely,

our Skills Development Program, about 25 million a

year, and then our Child Care Program, about 70
million a year. And of that 70 million, about 28
million of that is maintenance of effort, required
state spending to maintain a level of effort that the
feds require. And then the remainder, about
42 million, is used to match about 85 million of
federal child care funds. So we do have a sizeable
amount of GR. However, | do caveat that by saying
about 80 percent of that is in our Skills and Child
Care Programs.

We do have about 5 million a year in
general revenue dedicated, that's funded from our
Penalties and Interest Fund, primarily to support our
Labor Law Program. For the most part, we do receive

funding from other sources, in the appropriated

is that a

receipt s and interagency contract -- inthe past,

interagency contract with TxDOT, Texas Department of

18
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Transportation, to cover transportation costs rela ted
to our TANF and Choices Program. However, you are
seeing a change in '09, and we're carrying that
forward in '10 and '11, where that funding will be
separated out.
And this is just the way they present
this in the Appropriations Act, as a separate method
of -- what they refer to as a separate method of
finance for the highway -- state highway funds, about
6.8 million a year. And again, that is reimbursing.
| think you've had some of this come before you,
Commissioners, in the past. This is covering
transportation - related costs for our boards to serve
Choices and food stamp clients.
And then, finally, and by far our
largest source of funding is our federal funding
sources, just over a billion dollars, out of our
1.1 billion, or almost 1.1 billion budget. A large
portion of that is tied to two of our programs.
Workforce Investment Act Funding used to be about
250 million, 1 would say. Now it's down to about
200 milli on. Unfortunately, we took a sizeable
reduction. | think we're all well aware of that
situation.

And then the larger portion of that is

19
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actually the federal funds related to the Child Care
Program, which probably approaches about 350 million
or so, some of which is a hundred percent federal
funds, and then the other remaining part requires
match funds.
So that gives kind of a quick overlay of
how our funding is, as assumed in the budget. Again,
almost 85 percent is related to federal fun ds.
So | might just go back briefly to the
first page of the schedule. And this is how the
Legislature considers our appropriations when they
look at our agency's budget request, an d they will
look at it by the strategy level. And the strategies
or the appropriations, if you will, are each of those
line items there. And that is something that we work
with the Governor's Of fice and the LBB to agree to
this level of detail for our appropriations.
And, as I've already kind of mentioned,
I think you'll see that Workforce Investment Act
Funding on the firs t two strategies there reflects
that decrease in funding, starting in 2009. That is
about a $50 million reduction overall to the agency's
funding that's carried through in '10 and '11.
| might just mention there, we have

included an estimate in '10 and '11 -- we don't know
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if this will happen or not -- for an appropriation
request for national emergency grant funding, so about
2 million a year that we've assumed in there. There
is no way to know for sure. Our history would seem to
indicate that we probably will rece ive about that much
over time. We don't know what the emergency will be
just yet, of course, but that would prevent us having
to make a separate -- additional appropriation
request. And so staff was proposing to build that
into the budget assumption, so I'll mention that just
as an aside there.
I'm just going to make a few
observations -- I'm not going to go through every | ine
out here -- but a few observations just so you have a
little bit more background. On the TANF Choices
Program, for the most part, the Legislature treats
that as general revenue in the way the y appropriate
the funds. It is a federal funding source, but it's
not treated like our other federal funds in that we
can request what we had in prior years.
We're held to a baselin e. That baseline
is reflected in here at just about 90 million a year
in funding of the TANF program. It is a few other
strategies than just the Choices strategy. We are

having -- we do have ab out 12 million of carryover
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funds, carry - forward funds, if you will, that we've
budgeted in for '08 and '09 that are - it's alittle
bit of a statewide initiative amount that I'll get
into a little bit later that you would be aware of.
But we are held to a baseline, which is the relevant
point for '10 and '11 for the Choices.
| will say at this point on the Choices,
too, how we arrive at that baseline, that funding. We
looked at the Health and Human Services Commission
case load numbers. We looked at how that relate sto
our Choices Program and the funding level that would
be necessary to maintain the customers that we serve
in that program and, of course, the related child
care.
And just to kind of give you some rough
numbers here, it looks like our caseload, as it tracks
with the Health and Human Services caseload, is that
we would expect to essentially serve about 25 percent
of what they're identifying as a monthly target number
in their caseload. And that's how we've built that
into our appropriation request here and costed it out
at our historical averages on cost to serve and built
that in.
So at this point we're proposing to

maintain the baseline request for Choices essentially
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on that basis at this point so -- and if you would
like, | can come by later, in a future meeting if you
would like, and just go over those. We have a
different -- we have a model that's been put together
to show you how that works. | would be happy to get
into a little bit more of the detail of that if you
would like.
I would skip down to | guess on the
child care st rategies. There's three direct care
strategies I'll draw your attention to in this
Schedule 1. A.3.1, which is the TANF Choices child
care, again tied back to our Choices case load. The
transit ional child care, which is used to support
those Choices customers or clients we serve that are
able to find work and need transitional child care

support for a period of time as they make that

tr  ansition to the workforce. And then the at - risk

child care, which is our families that are in work or
training for work that are at risk of having to go on
to TANF benefits potentially.
So those strategy amounts have been
difficult in the past to estimate what is needed for

that. We've tied that, again, back to our assumptions

based on this model. This case load -- this TANF case

load has been fairly difficult to figure out exactly

23
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what our estimate should be, but this is our best

estimate at this time for '09, '10 and '11.
And we are assuming for 2009 that we

would propose to allocate to the board about

460 million of child care funding, which would be

and I'll point this out to you in the allocation page
when we get there -- which would be a slight increase

in what they received in past years to maintain

serving about 113,000 children in care each day. And

that 113,000 is what the

agency for 2009, so that is built into the

Legislature targeted for this

appropriation request -- or operating budget request

that we have for 2009.

CHAIRMAN PAUKEN: Question on th at. And
we talked a little bit about this yesterday, 113,000
children served -

MR. TOWNSEND: Yes.

CHAIRMAN PAUKEN: -- you get into the
issue of, in t erms of budgeting, numbers versus
quality of service.

And one of the concerns I've heard
expressed -- obviously, there's sort of a division
here. Child Protective -- and again, I'm fairly new
to the agency, but Child Protective Services licenses

these centers and is supposed to, as | understand it,

24
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monitor and determine the quality of services on an
ongoing basis. I'm a little concerned that perhaps
they're not doing, you know, that job very well and
we're funding these centers.

Is there -- and | understand this is a
historic debate as to whether to put some money aside
for quality which would, of course, reduce your
numbers. But are we expected to serve a particular
you menti oned 113,000 -- orare we able, if we choose
to down the road, say we might serve a slightly

smaller population but provide necessary training

for -- I mean, so many of these workers are minimum
w age -- for, you know, for first aid, for, you know,
how to handle children at certain ages --

MR. TEMPLE: Commissioner, there is an
annual training requirement minimum CPR --
CHAIRMAN PAUKEN: Right.
MR. TEMPLE: -- for all the employees of
the child care centers. And that's regulated, as you
said, by DFPS, who also roll that into their health
in  spections and everything else. So the quality kind
of is divided. In the child care world, the providers
and the public see quality, two things. One is the
safety, well - being --

C HAIRMAN PAUKEN: Right.
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MR. TEMPLE: -- of the part that you're
talking about, then quality over here as to a learning

experience versus a babysitting experience.

So when the child care providers look
for quality dollars, the provider side, they're
looking for more money in reimbursement to be able to
do other things there. The part you're talking about
is on the regulatory side, on the licensing and that.

Commissioner Alcantar has lived this
dream on the decisions of where that went and he
be able to share -

CHAIRMAN PAUKEN: Yes. | mean, | would
welcome your thoughts, as you've been involved, but
this is an issue in the short time I've gotten here

that I've heard, you know, concerns expressed that
we're paying the money and we have the responsibility;
and yet, there have been some incidents and, "They're
not on our watch because CPS supposedly is in cha
And yet, if they're not doing the --

MR. TEMPLE: One of the --

CHAIRMAN PAUKEN: -- job, then -
MR. TEMPLE: - we --
CHAIRMAN PAUKEN: -- you know, in terms

of monitoring some of these -

MR. TEMPLE: Our child care, probably we

may

rge.
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touc  h about 40 percent of the child care providers in
the state.

CHAIRMAN PAUKEN: Right.

MR. TEMPLE: So our funding by no means
hits 100 percent --

CHAIRMAN PAUKEN: Right. No, no. |
understand. But there have been some incidents. And
again, quite frankly, when I first got here and heard
of a couple of incidents involved in child care
facilities being used by in --  because it's, in
effect, a voucher system, they can take it where they
want -- to but being used by facilities we put some
money into for all practical purposes. And the
guestion is how to balance this issue out.

Commissioner Alcantar?

COMM. ALCANTAR: Well, clearly PRS or
FPS, through their Child Care Licensing Services
Divis ion, has certain statutory responsibilities
relative to inspecting some of these facilities and |
think, given the volume involved, make every effort to
go out there and make sure that the required statutory
activities are undertaken by those centers.

I think when we talk about quality,
there is that that can be identified through the

regulatory process. And then there's another
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dimension of quality, and that is what sort of child
care activities or services are procured.
For example, there is the tradit ional
child care setting where you drop your kid off and you
have the type of workers that you have alluded to.
And then you have other more integrated settings where
you have certain components t hat are really geared
towards early learning.
| think one of the things that we need
to understand is, those models often involve a greater
cost to both the private and the public se ctor. And
it's a balance in terms of the type of services that
you procure.
Many of the providers that we procure
services through -- for many of them, a large part of
their funding comes from private sources. For others,
it's directly the opposite. | think the market,
obviously, will drive the type of services that are
entered and the quality that is being provided. |
think, as a private consumer, you have to look at and
understand staffing levels and understand the quality
controls that are in place.
As an agency that is procuring services
indirectly through the local boards, | think we need

to make sure that the local boards have appropriate
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practices in place, understand wha t best practices are
out there and that the agency model, to the greatest
extent possible, or make available to the other
boards, those models, activities that generate better
value for both the p rivate sector and the public
sector.

So | think that is one of the things
that we probably should be focusing on.

CHAIRMAN PAUKEN: Commissioner
Congleto n?

COMM. CONGLETON: Well, I basically

our part of it is to fund it, if I'm correct, and

their part is to say -- of course, we would all like
to see more early education for some quality but the
safety issue has always got to be there, too.

CHAIRMAN PAUKEN: Well, that's what
I'm -- equality is kind of twofold. As | understand
it, the agency -- at one point there's a portion where
they would go in and they could see, they could
inspect the premises more and make sure that the
facilities were --

COMM. CONGLETON: Safe.

CHAIRMAN PAUKEN: -- were safe. And

obviously that is CPS's responsibility. The question

is, are they fulfilling it? And so it's just
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something to take. I'm just saying this has bubbled
up and I've heard some expressions --
COMM. CONGLETON: We've had some cases
where the incidents that you are talking about are --
you know, they're the responsibility of one person --
CHAIRMAN PAUKEN: Right.
COMM. CONGLETON: -- who either leaves
their kid in the van -
CHAIRMAN PAUKEN: Right.
COMM. CONGLETON: -- or doesn't pay
attention. | don't know that human error is something
we can stop. But intensified training always helps in
thos e areas, so | don't know exactly how we approach
that.
CHAIRMAN PAUKEN: Okay. I just wanted
to raise the issue at this point. Obviously, there's

no need for any decision --

MR. TEMPLE: And this has been a
Catch -22 --

CHAIRMAN PAUKEN: Right. It'sa -- as
you say, it's a balancing act.

MR. TEMPLE: Right. And to be able --
with a set -- you know, a fixed income, if you will,
that we have -

CHAIRMAN PAUKEN: Right.
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MR. TEMPLE: -- inthe child care, for
us to be able to use money to do either higher
reimbursement rates or quality to Rising Star
providers or something that you're proposing means
that somehow, way or another, we would have to wean

off and we have a waiting list -

CHAIRMAN PAUKEN: You have a waiting
list -

MR. TEMPLE: We have a waiting list
already of --

CHAIRMAN PAUKEN: Right.

MR. TEMPLE: - roughly 30,000 so
Rep. Ditz (phonetic), | remember said, "Oh, okay.

Child care quality, child car e quality,” and a member
in our work group, he goes, "l feel like | just agreed

to buy the Pabst Blue Ribbon of child care because

it's right in the middle. What are we going to do?

What can we a fford?" So --

CHAIRMAN PAUKEN: Right. Okay.

MR. TEMPLE: -- something we've always
worked at.

CHAIRMAN PAUKEN: Okay, Mr. Townsend.
Didn 't mean to interrupt but | just wanted to at least

put that on the table.

MR. TOWNSEND: Yes, sir.

31
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The other observations | would just
share with you real quickly on the Schedule 1, the
Page 1 there, is that you will see on B.1.2, Technical
Assistance, what would appear to be an increase in the
amo unt for that strategy for technical assistance.

One of the things, as we went through
this budget -- of course, as | mentioned early on,
with the reduction in the Workforce Investment Act
funding, we had to take a look at --  relook at
everything we were doing in terms of how we
cost - allocated the programs, the benefitting programs
and that sort of thing.

One of the things we realized is - we
took a look in the Workforce Division how we were
charging in our, what we call our grant cost
allocation. We were charging to the individual
strategies. For exam ple, if that funding was
Workforce Investment Act funding, child care funding,
TANF funding, we were charging that to the individual
strategies, realized that probably it would be not
only easier but probably more appropriate to charge
that, as a technical assistance function, to charge to
this strategy.

And so that's what that change is

reflecting there, is that movement amo ng strategies.
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So the funding is still essentially, for all intents
and purposes, the same funding. It's just that we're
choosing a separate appropriation line to have that
charged to, which also allows us to then more easily
reflect that as a program charge, appropriately so,
for Workforce Investment Act as opposed to admin. And
since admin dollars are so precious, as it turns out,
for WIA, it seemed like it was a sensible change to
make. So | did want to point that out. That's what
was going on there. We're making that effect ive for
'09 for this purpose.

And then the only other thing that will
probably jump out at you as you have a chance to look
at the numbers - I'll just go ahead and address
that -- is under Information Resources. That's C.1.2
on this page. Again, it looks like an increase in
that appropriation by about 3 million from '08 to '09.

Again, we were looking at -- andthisis
actually in a category called Daily Operations,
essentially license agreements, maintenance contracts
that we have for renewals of maintenance, software
maintenance agreements and that s ort of thing -
PeopleSoft contractors, for example. We have been
charging that, again, to some of the direct strategies

and felt like it was more appropriate to charge that
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to the information resources strategy. And again,
that's reflected in '09. It's not in '08 that way,
and it continues into '10 and '11.
So the funding was always at the same

level. It's just that we have it in different
strategies, if you will. So I just wanted to make
sure you were aware of a few of those observations as
we go forward on this budget layout here.

With that, for the strategies and method
of finance, | believe that was going to conclude that
part of my presentation. We have more details in
S chedule 1, really wanted to make this budget as
transparent as possible for your consideration. |
would be happy to come around and answer more
additional questions as it relates to how we line out

the expenditure budgets and that sort of thing.

Again, one of the goals in this budget
process was attempting not to over - budget in
categories and, therefore, possibly lead to reductions
in our staffing levels and that sort of thing, if we
could avoid that, and so tried to make some changes
that would guarantee that we weren't budgeting where
we didn't really need to, and hopefully we've caught
most of those to the extent we possibly could.

So that will wrap up the Schedule 1
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discussion. | did want to

move on to other schedules

but just see --

CHAIRMAN PAUKEN: Commissioner

Congleton, do you have any discussion, comments,

additions with regard to Schedule 1?

COMM. CONGLETON: | had two. | would

like to have a look at apprenticeship, see what we can

do for 2010 and '11 as far as bringing that up.

Because the contact

- hour is so low, we can't do the

training now, and we need to increase the numbers.

And when we increase the numbers, the contact - hour

goes down. So | want to see just how we can increase

that for 2011 and possibly look at what we can do

'09.

And labor law inspections, or labor law

period. It takes a year now for people to get through

the labor law process if they're on wages, and | get

daily, dai

e

ly, daily, daily calls from people and

- mails from people about how employers are not paying

them or won't pay them their last check or haven't

paid them at all. And | know you're adding three to

that area, but we have a large turnover, and | don't

know if those are replacements or additions.

at

And what we -- and | want you to look

we made more than that because they collected

for
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$10 million last year, almost $10 million for people.
But if it takes a year to get through, that's just too
long.
So if you will look at those two areas

and let me know, | will -

CHAIRMAN PAUKEN: Okay. Any comments,
Mr. Temple?

MR. TEMPLE: Well, we did have a high
vacancy rate, and there's several reasons that we had
that. And | think we've addressed several of those,
and it's certainly a funding issue. And we are
looking at, through our 165, being able to incre ase
those and be able -- we're able to give, I find it was
the first time in a long time, those individuals some
merit increases. So we're going to try and use some
of these strategies to keep th at vacancy rate down and
try to catch up. And we'll need to monitor and just
see how that has helped and then plus, obviously,
increased manpower there as well.

COMM. CONGLETON: We Il, I'm worried
about the backlog because the backlog is -- it costs
you time and money.

MR. TOWNSEND: Commissioner, on Schedule
3, on Page 2 of 5, if | could just point out for you

what we have included in the budget for '09 and then
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what's continuing in '10 and '11.
COMM. CONGLETON: What page w as that?
MR. TOWNSEND: Page 2 of 5 on
Schedule 3.
COMM. CONGLETON: Okay. I'm with you.
MR. TOWNSEND: Yes, sir. And the
reference will be under the Regulatory Integrity, A43
division there, and then Labor Law Services is A459.
It's towards the bottom of that section.
COMM. CONGLETON: Right. Got it.
M R. TOWNSEND: I'm looking at the FTE
columns, Commissioner Congleton.
COMM. CONGLETON: Uh - huh.
MR. TOWNSEND: So as Mr. Temple was
referring to, what we're thinking we 're going to
average for '08, what we're estimating is 36 FTEs or
staff full - time equivalents in this department. We've
built into the budget an increase to assume that we
will be able to fund 41 in '09 and continue that into
'10 and '11.
COMM. CONGLETON: So those three
are add - ons to '09 -
MR. TEMPLE: Three are the add - ons, plus

assuming the attrition can be dealt

- or maintaining

the current staffing level.
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So we did speak with, | believe

Ms. Benton, as t o what she was identifying through her

staff as the needs for that program. So we have that
built in. | wanted you to be aware of that. And if
there's additional above that, | don't know about that
just yet.

MR. TEMPLE: And to the degree that we
can over - base that to be able to mitigate any
vacancies, we'll do that as well.

COMM. CONGLETON: Well, it's a lon
process anyway once you call the agency, but when you
add on -- when it gets to be a year, it's time to do
something about that.

MR. TEMPLE: And we've had an increase

in the number of cases of calls that we've had, too.
So the volume itself is up so that obviously adds to
the problem.

COMM. CONGLETON: It does.

MR. TEMPLE: Thank you.

MR. TOWNSEND: And, Commissioner, the
last point to make on that, we also were aware with

the vacancy and with the turnover that part of that

was perhaps, if not most primarily, caused by the

salary levels for some of those folks in that

department. The budget also, in addition to the
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staffing levels, had to assume some additional
increase to address that as well.

So that would be, of course, left to the
management folks in that department to, you know, best
determine how to lay that out or roll that out, but we
did build that in as well. So | just wanted you to be
aware of that as well.

CHAIRMAN PAUKEN: Let me add support for
the concept of seeing if we could do more on the
apprenticeship front with the employers and the
unions.

My understanding, it may have taken
extraordinary item, but | do think the Secretary of
Labor, E laine Chao, was quoted the other day in a Wall
Street Journal article as saying the Department of
Labor ought to be called the Department of Job
Training. And we've got to do a better job of job

training.

Everywhere | go, the demand for skilled

workers is out there, and | think apprenticeship

programs are very helpful in that regard, as well as

on -the - job programs run by emp loyers. And | hope we

can do a lot more on that front. | think we've got
some interesting initiatives that we may develop

there, but | do think this is a critical area of
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positive expenditure of funding to get people high
growth, high demand, high wage jobs and | think
apprenticeship accomplishes that, as well as
on -the -job employment training for the right kind of
jobs.

Commissioner Alcantar, you want to ask
any questions or make any comments on that early part
of the budget?

COMM. ALCANTAR: Certainly. | would

concur relative to apprenticeship. Clearly we've
heard from employers. And the numbers indicate that
in the skill areas where we have real need, the
appr enticeship program is a very good way to help meet
that need, how it's supportive of determining what
else could be done relative to that.

As it relates to your layout, Randy, |

doh ave a couple of clarifications | would like for

now.
MR. TOWNSEND: Uh - huh.
COMM. ALCANTAR: The 2 million in NEG

funding you had said you built in, what strategies are

those in?
MR. TOWNSEND: The strategy would be
A.1.1, the Workforce Investment Act. That's the --

actually, that's the adult and dislocated and the
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Catalog of -- and that's on page --  Schedule 1,
Page 1. It would be included in that line there. The

funding for it that we're assuming would be Catalog of

Federal Domestic Assistance would be the dislocated

CFDA basically, so that's how we would propose to do

that. All that really does -- that's historically

what we've seen for this agency. Sometimes t here's

been more, of course -- Hurricane Katrina is a good
example -- significantly more, but just quickly allows
the Commissioners to respond without having to make a
request for -- additional ap propriation request even
though that's -- you can still deal with an emergency
in that situation.

COMM. ALCANTAR: In terms of your
adjustments on the information resources strategy,
that does not involve any adjustments to the capital
budget authority for the agency?

MR. TOWNSEND: Not there, no.

COMM. ALCANTAR: Okay.

CHAIRMAN PAUKEN: One of the issues we

have been talking about is that some of our systems
are getting -- are somewhat outmoded at some point,
and we've talked about that. We're going to need
si  gnificant upgrades, particularly in the Ul front.

And we've just got to figure out how to do that in an

41
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orderly fashion.

| know this has been a hiccup in the
past in terms of having some money, and our IT people
didn't feel that they were sufficient to go forward.
But perhaps we can come forward with a plan to somehow
get that done so we don't wake up what, three, four

years from now and, "Oh my gosh. We're in trouble."

So that is something we have been
talking -- we've had some work sessions on prior to
you coming on the Commission.

COMM. CONGLETON: Is there federal money
out there for upgrades in Ul systems?
MR. TEMPLE: No, sir. The old standby,
SBR s, are almost a thing of the past, and they were
small, 2 to 300,000, that we're able to and we -- and
I'll have to give staff credit. We've been able to
utilize those in areas that qualified to free up money
to do other things. And Gene can speak to this much,
much more intelligently than I. Anybody can speak to
this much more intelligently than I. But we have two
systems that are on the same platfo rm in tax and
benefits.
And what I'm seeing around the nation
for a system as big as ours, we're talking in the

hundred million dollar range easily in a multi - year.
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New York is going through one right now at about
140 million. California is looking at one, and it's
approaching 180. Kansas spent 42 million on t
project and they got a transfer from another state
that was similar. So it's a very expensive deal to
the degree that we can do some things.
Gene can kind of give a little bett
overview of that. And Fran Carr is very familiar with
some of these issues as well, because she and | jumped
into this -- into the deep end of the pool about four
years ago, trying to figure o ut what we had.
Gene.
MR. CRUMP: Commissioners, for the
record, Gene Crump, Deputy Executive Director. |
think you've already laid out the issues that we're
certainly facing.
Mr. Temple gave you kind of a magnitude
of the dollars we're talking about. Most states had
the ability to take advantage of the last special Reed
Act distri bution that occurred back in 2001. In fact,
there was a report just recently released on that of
what the states had done regarding that.
Our commissioners took the opportunity
top ut all those moneys back into the trust fund. So

in terms of how we fund, all of those dollars we would

heir

er
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be taking out of the Ul grant, if we trie dto do
something today. And we certainly don't have those
dollars to continue to run the program.

| would like to compliment IT staff.
The programs are solid. There's no current i ssues
that we have to be considerate about. Chairman Pauken
is correct, that we certainly have talked at many IT
work sessions about a long - term plan to bring those
systems more up to date. And that would be the
correct way to proceed and we're certainly looking at
those options.

CHAIRMAN PAUKEN: All right. Anything
else, Commissioner Alcantar?

COMM. ALCANTAR: One more item.

Relative to the method of finance, the CFDA recap, you
have a 900K entry for Reed Act Funding in '09.

MR. TOWNSEND: Yes.

COMM. ALCANT AR: What's that for?

MR. TOWNSEND: The Reed Act - we were
fortunate to have about a $900,000 balance when we
went back and looked at this. And the plan would be
to use that to -- for a building -- or for maintenance
on our buildings and basically to save the Ul grant
funds. And that's actually a good segue into just

pointing out in this budget proposal when you look at
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the CFDA for unemployment insurance grant. Of course,
you're seeing just -- you're seeing that excluding the
benefits, so it's about 95, 96 millio n. But when you
add the benefits in, we're budgeting about 120 million
each year for the unemployment insurance program.

Our grant award each year, roughly, is
about 112, and so we' re making that difference up from
‘09, '10 and '11 through our remaining carry - forward.
We're using the Reed Act in that example, and we are
hoping to build in, from the sale of buildings, the
pro ceeds from that, to offset about a million or so in
there to make that funding work for the next three
years.

Now, having said that, that would look
like a problem at the end of the 2011 period.
However, there's a few unknowns right now that are
probably -- are likely to occur in the meantime that
we've shown a way to estimate and should also point
out for you this morning, a nd that is, when the
Department of Labor does their funding for the --
annual funding for the grant, they give each state,
not just Texas, but each state an estimate for
unemployment insurance ini tial claims. And our claims
load that they've provided us last year is a very low

number, as it turns out, about 620, 640,000, somewhere



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

46

in that range. It looks like, based on our previous

discussion, that number is going to be much larger

than that.

If that were to occur -- orif that does
occur, which it loo ks like it's probably going to
happen, we would earn what they call above - base

funding, possibly to the tune to 20, 25 percent on the
grant. Of course, that's dependant on the feds
actually fundi ng that above - base. Sometimes they fund
it at 30 cents on the dollar. Sometimes they fund it
at 80 or 90 cents on the dollar. So it's not
necessarily guaranteed that we would be funded or end
u p near a hundred percent. So there is that unknown.
Of course, part of that above - base
funding though, of course, go to the need to add
additional staffing to cover the increased workload
for additional claims and for the appeals that looks
like they would result and that sort of thing. So
there was no real way to estimate that into the budget
and so | just want you to be aware of that. Itis not
built into the '09, '10 or '11 estimates.
Just to kind of give you a range or a
reference point, when the economy -- we talked about
it earlier in a previous discussion ab out where we

were three, four or five years ago. We were earning
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above - base, | think about 25 million a year. That's
how signific ant our claim looked at that time, so it
can be fairly significant. Of course, we've added a
significant number of staffing as well to --

MR. TEMPLE: And in the past it's been
85p ercentor larger above - base. And right now the
word on the street is that they're contemplating
somewhere in the 32 - cent above - base funding, which for
those states that have been getting 70 and 80

percent -- 60 and 70 percent return on the dollar for

their base funding and we're at 32 --  have been at 32
cents forever, now you're feeling our pain, you know
what we've been going through all this time.

But one of the things that | wanted to
point out, we're doing that workload without that
money and so it, in many cases, can reflect on some of
our measures, whether it be LBB or federa | measures.
And this is not just Texas. This is nationwide that
states are seeing increased loads without funding to
add additional people. Where we've gotten a little
help would be that some of the money that we would get
with the extended benefits, to be able to add some
staff, what we're doing now. But they're working late
hours every day of the week, | think until about 8

o'clock in the evening, so they're really, really
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pulling their weight in that respect.
CHAIRMAN PAUKEN: Any other questions?
COMM. ALCANTAR: That's it.
CHAIRMAN PAUKEN: Commissioner
Congleton?
COMM. CONGLETON: (No verbal response)
CHAIRMAN PAUKEN: Okay. Mr. To wnsend.
MR. TOWNSEND: Yes, Mr. Chairman.
If | could refer to Schedule 2, | wanted

to point out a few items there for this morning.

Schedule 2 is the way we tie our TWC budget to the
allocations.

Oftentimes you're asked or we're asked
at the staff level how we fund the allocation and what

happened with the difference as far as the amounts

available for the State of Texas. And so this

schedule -- there's three pages here, one for each

year, '09, '10 and '11 -- IS our attempt to document,

if you will, based on our budget assumptions, based o n
the allocations that would be for your consideration,

where the rest of the funding actually resides in our

budget. And this is a way to reconcile that, if you

will, for our block grant program . So that's what

this document is attempting to do for you and for

others who will look at our budget.
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| will point out a few things. Just the
first line there, there is a separate section dealing
with allocations. These numbers for the LWDA
allocated will agree to those amounts as proposed.

Com missioners, earlier | presented
planning estimates for everything but Workforce
Investment Act formula funds. In a couple of cases,
we've changed those planning estimates based on these
amounts f or either -- acouple of reasons. One,
either there is reduced funding. For example, in food
stamp and employment training, the grant was reduced
for the State of Texas slightly. The child care we
have already talked about. There was additional funds
that were included in the allocation amount. So we've

reflected those changes in here and would be happy to

go over that with you in more detail as you might

desire.

The other observation on this page is
the listing. And there's actually a whole section,
Exhibit A, dedicated to statewide initiatives, but

this will r ecap for you the statewide initiatives.

There's about four or five rows there -- six or seven

rows there, actually, by the funding source, and so
you will see what's actually in reserve on A78,

St atewide Commission Reserve. Those are amounts that
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aren't specifically reflected in the budget. Itis
either allocation or budget for a particul ar
department. So there is opportunity there to
identify, as you might see fit, special initiatives or
what have you for that line there.

And then, Mr. Chairman, also that last
column, you will see the Workforce Investment Act
funding dedicated to the Veterans Leadership Program
for each of those years, so | wanted you to be aware
of that as well.

And that wraps up Schedule 2, as far as

what | was going to cover, the highlights, unless you
have questions or comments on that schedule.

CHAIRMAN PAUKEN: Okay. Go ahead.

MR. TOWNSEND: Okay. Schedule 3, just
briefly, what | would like to do on Schedule 3,
particularly for each of your offices, just to make
sure I've got this right, 1 would like to come by
separately or have one of my staff come by with you or

your designee and just make sure we have your
individual budgets set up. With this transition, |
just want to make sure we got that reflected properly
as far as the staffing levels and the operating costs
and what have you, for your individual department. So

| just want to give you -- | believe we've got it,
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hopefully, exactly right but, if not, very close. So
| did want to just mention that we would like to come
by separately and make sure we've got that nailed
down.
The organization of this document
includes both the dollar amounts that are budgeted as
well as the staffing levels by division and within the
divisions by department, and we had already u sed one
example previously.
Unless you have questions on Schedule 3,
| was just going to mention how that lays out.
Exhibit A, as | referred to previously,
is our documentation for all our statewide
initiatives, at least that I'm aware of. I'll just
caveat it like that. Where | have descriptions, I've
included those descriptions for your consideration. |
know you have one item on here that you'll be taking
up here in just a few minutes, as an initiative. |
have gone ahead and included for the wind energy, but
you will take that up officially in a few moments.
This is broken down -- the logic of this
schedule by department is, if it's exclusively funded
by a funding source -- for example, Workforce
Investment Act or TANF - it's listed in a separate

section. If it's multi -funded -- in other words, by
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more than one funding source -- it'slisted as a
statewid e initiative - other.
A good example of an "other" category
would be for the performance incentive. It's on Page
4 of 4. It's A739 -- where we are actually proposing
to fund performa nce incentive awards in '09, '10 and
11 with 300,000 from WIA and 300,000 of TANF. So
since it was multi - funded in that example, we have put
it into that category. And then there's a few smaller
amounts that we have also included there if it didn't
seem worthy of a separate category.
And then, finally, on Page 4, just draw
your attention to -- again, another way to look at
where we stand in terms of our Commission reserve is
on Page 4 of 4 of Exhibit A, by funding source. You
will see those amounts listed there that would be
available.
The only one | ‘Il mention at this point
further would be the employment services. It's
Program 008. There's about 800,000 that would be,
based on all of these cost allocation updates and what
have you, that h ave been identified that either --
again, it could be available for special initiatives
or, if you would choose, it could be added into the

allocations that would be made available to the
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boards.
Now, that typically is funded a
combination of either staffing -- employment services
staffing, which we have about 5 70, 590 statewide
spread among the 28 board areas. | will just point
out that it's been four or five years since that
number has been changed. We've had salary increases
in three of those years at least, | believe. And so
this two, two and a half percent increase would
potentially go to help offset some of those increased
costs the boards have seen as they administer their
employment se rvices program out there. So I'll just
leave that out there for your consideration, and
program staff may have further recommendations for
your consideration on that later.
And then , Commissioners, just to point
out the final exhibits we have in your document there,
Exhibit B -- and this is where, | believe, Mr. Crump
is going to want to add a few more points on this one.
Th s is the discussion of our capital budget items
here. This is listed by our departments here. For
the most part, our capital budget is organized in
really two main categories. It's either repair or
rehab or maintenance of our existing buildings, which

is A811. And that total in here for 2009 is about
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3.9 million. And for '10 and '11, it's just right at
2.8 million each year.
The remainder of the capital budget is
primarily related to Information Systems. And by far
the largest portion of our capital budget, as i t's
classified, is the data center. The data center, in
what's being included in the budget proposal here, is
15.8 million in 2009. And we're estimating there's
going to be -- the way this gets counted, there's
going to be a slight increase in 2010 to about 17.7.
And then in 2011, there will be just
about 16 and a half million. And that does get
classified, reported as a ¢ apital budget item the way
the LBB requires that to be listed here. So your
total capital budget in Exhibit B for 2009 is just
over 22 million; for 2010, just under 25 million; and
then 2011, aga in, about 22 million.
So it's not an insignificant amount of
money, | realize, but for the most part, that's the

areas it's concentrated in.

I'll make one other point a nd then let
Mr. Crump -- | know he wants to jump in and add a few
caveats to this -- is Exhibit C.

(Laughter)

I'll let you go, Gene, in just a second.
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Exhibit C is the remainder of our
capital budget, and this is actually items that we
could not identify funding -- on the items that w e
believe are necessary and appropriate to include in
our budget request, would need to be listed as an
exceptional item request funded out of our Fund 165,
are penalties and interest, again prima rily related to
either building maintenance, repair and rehab or a
couple of IT projects. 1think they have been briefed
previously to you.
With that, I'll launch Gene here to go
after.
MR. CRUMP: Commissioners, I'm not all
that excited to go through this.
Basically, as Randy talked about, we
essentially have IT and building mainte nance projects.
Building maintenance projects fall from our 10 - year
facilities maintenance plan that we've been following
for the last four years. | certainly can provide
additional detail for yo u in your individual offices
on that. The IT projects we've talked about at
several times during the IT work sessions.
One item that Randy just kind of moved
past, because it's a sm all piece, is vehicles. We're

part of a four - year vehicle refresh plan. We started
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vehicles to -- 16 vehicles, excuse me, very old --
10 brand - new vehicles, much safer and they use
different types of flex fuels. They're green
vehicles. So that's kind of the overview.
Most of the items in here -- there'sa
large one, for example. We talk about PC
infrastructure and refresh. We're on a four - year
refresh cycle and we have a contract for that one.
But any specifics we would like to
discuss, | will be glad to come around to your
offices, show you the facilities master plan.
Certainly we've all talked about the IT items.
Turning to the exceptional items, those
items staff would present for the Commission
consideration, that we would submit those out of Fund
165, or the Penalties and Interest Fund. Certainly
the two various IT projects would be directly
supporting employer needs. The dollars supporting the
buildings, certainly out in the field where we have
business services units in the workforce centers
supporting employers, so we believe we have a strong
attachment to those dollars and would submit that for
the Commission consideration during the LAR process.

So those are my small comm ents. Are

to
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there questions from the Commissioners?
CHAIRMAN PAUKEN: Commissioner
Congleton?
COMM. CONGLETON: No questions.
CHAIRMAN PAUKEN: Commissioner Alcantar?
COMM. ALCANTAR: No questions.
CHAIRMAN PAUKEN: Okay. Thank you.
MR. TOWNSEND: And the final exhibit
before we get to the allocation tab is Exhibit D, and
this is really just for your -- have information about
where our daily -- it was referred to as daily
operation or technology and shared costs. This just
lists those items out just so you can see an
accounting for that, because it's a -~ 5 million a
year is not insignificant and so we try to make sure
you have a feel for where those costs are associated.
That wraps up the operating budget and
the appropriation request portion.
MR. CRUMP: May I?
MR. TOWNSEND: Sure.
MR. CRUMP: Excuse me, Commissioners.
One other thing | should have really
brought up. When we were talking about exceptional
items, we have rece ived a letter from the Windom

School Direct via the Texas Department of Criminal
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Justice for an exceptional item to be presented to our

Commissioners on behalf of Windom School. It would be

for $2.6 million a year and about 42 FTEs.

So we will be submitting that as part of
the LAR presentation for your consideration to move
forward to the LBB and Governor's Office.

CHAIRMAN PAUKEN: Okay.

MR. CRUMP: And we can provide more
details. | have sent those letters around to your
o ffices and would be glad to come around to discuss
those more in detail.

CHAIRMAN PAUKEN: Okay. Any questions?
Okay. Fine.

MR. TOWNSEND: So justin summary, in
wrapping up the operating budget portion, what we
will -- what staff will then do is, we will prepare a

summary page of the exceptional items that we talked

about, the three items we talked about. An d thenin
the next presentation, that will be something that you
can decide how you want to -~ how do you want to

proceed with those amounts and with the associated

performance measures and that s ort of thing.
The only other thing, before | go to the

allocations, | would just like to mention again, just

so you're well aware of what the budget proposal
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includes or doesn't include, | suppose.

We mentioned that in the child care, the
funding includes the 466 million, will maintain our
Appropri ations Act level of 113,000 children in care
per day. What | failed to mention or didn't clarify,
| don't feel like, is that that funding going forward
in '10 and '11 at what we believe will be the actual
amounts that will be paid out.

And again, that's a very complicated
thing to estimate because you have a mix of children
in care, the age of child, which is more costly, less

costly -- all of this is based on parental choice - a

part - time, full daycare, licensed care, what have you.
There's all variations. But we're estimating that,
based on our track records that were historica
actuals we were looking at, is that we would expect to

see, only conservatively, about a 3 percent increase

in what we pay out for care -- based on, again,
parental choice, what have you -- ine achof'l0 and
each of '11 -- orin'll as well.

Based on that, the number of children in
care will, of course, based on our funding -- we have
no additional funds to add to that mix , based on our
federal funds available and our baseline general

revenue -- so we would be showing less children in
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care. And | jus t point that out for your observation.
| mean, the only other way to deal with that, if you
want to maintain the 113,000, would be, again, to make
a request for additional funding, as far as | can
tell, to maintain that 113,000.

So I'm not looking at a decision or -
you know, if you have guidance, direction, certainly
that's fine this morning. | would be happy to take
that forward but that -- it was one thing | felt like
| didn't really lay out for your consideration very
clearly previously.

And that concludes my part of the
operating budget. | would like to cover the
allocations in just a moment.

CHAIRMAN PAUKEN: Okay. All right.
Let's move on to the next issue then, Mr. Townsend.

MR. TOWNSEND: | believe allocat ions is
your next agenda item, | believe.

AGENDA ITEM NO. 9

CHAIRMAN PAUKEN: This is No. 9.
Discussion, consideration and possible action
regarding the Fiscal Year 2009 allocations and
performance targets for Local Workforce Development
Board areas.

MR. TOWNSEND: Yes, Mr. Chairman. There
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should be a separate tab listing the allocation. It
is a fairly thick document, about 27 pages or so.
It's organized in a similar way that we've always put
this togethe r in terms of a summary page for the Page
1, and then there's details for each of the
allocations.
Just, again, as a reminder, you approved
the WIA formula allocations previously. T he board
areas are still, of course, addressing that reduction
and funding as they move forward. To the extent
possible, we have tried to maintain the planning
estimate numbers you previously -- that were approved.
Again, we were adding funding -- proposing -- staff
was proposing to add funding for the child care to,
again, maintain the 113,000 children in care.
We've made o ther slight adjustments,
like | mentioned previously, on food stamp employment
and training. The Trade Act, of course, that amount
of funding reflects what we believe will be available
to us for the State of Texas to serve the trade
defective workers that are eligible for those
services.
With that, | just -- unless you have
guestions or other observations -- again, we're not

looking to ask for your approval on this this
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morning -- this is tied to the budget -~ butl did
want you to have the first shot a t seeing how the
numbers lay out. And again, the only final caveat

would be the employment services, how you might want

to handle that possibly.

And that concludes my briefing on th
allocations.

CHAIRMAN PAUKEN: All right. Thank you
very much, Mr. Townsend.

AGENDA ITEM NO. 10

CHAIRMAN PAUKEN: No. 10, discussion
consideration and possible action regarding the
designation of Workforce Investment Act Statewide
Activity Funds to support special projects to address
the needs of employers and workers.

Cindy Geisman.

MS. GEISMAN: Good morning, Chairman
Pauken, Commissioners, Mr. Temple. For the record,
I'm Cindy Geisman with the Workforce Development
Divisi on.

This morning for your consideration, we
have under Tab 10 a funding recommendation for the

West Texas Engineering Project. The West Texas

Engineering Project goals are to expand the number of

students who enter college degree programs in
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engineering, provide new engineering concepts and
teaching methods to existing teachers and to assist
local employers with upgrading the skills of their
current workers.
Project activities include the expansion
of outreach efforts to recruit local juni or high, high
school and community college students into the field
of engineering, summer engineering camps for junior
high and high school students, teacher workshops to
enhance classroom teacher s' knowledge about the latest
engineering concepts and to develop hands - on classroom
activities and the development of continuing education
courses for professional engineers based on the
requirem ents for continuing education as set forth in
state law.
The West Texas Engineering Project will
serve the Texas Panhandle and will address a fall 2007
survey of employers that found that job - specific
skills and continuing professional development are
needed in the field of engineering.
West Texas A&M University recently
received a Wagner - Peyser (7b) grant that will
partially fund the activities | have mentioned and the
associated staffing cost. Staff is recommending that

the Commission set aside up to $200,000 in Fiscal Year
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