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Human Resources Department Audit Subcommittee

Report to the Board of Supervisors A ¢
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A. Introduction

The Human Resources Department (HRD) Audit Subcommittee was established by‘the" 19
Chairman of Board of Supervisors on June 7, 2011 to review the findings and recommendations
of the Board-directed audit of HRD performed by the Office of the Performance Audit Director.
The ad hoc committee was requested to return with its findings and recommendations to the

Board for further action

The Subcommittee consists of two members: Supervisors Bates and Nelson. The Subcommittee
is supported by members of their own staff. HRD. CEO and Performance Audit.

The Subcommittee has met on seven occasions in June-August 2011.

The approach of the Subcommittee was to first prioritize the audit findings and focus on items
deemed most important. This prioritization was followed by a detailed review of each audit
finding, departmental responses and source documents. The Subcommittee then developed
specific recommendations on each of the 50 findings, which are hereby respectfully submitted

for the consideration of the full Board.

B. Subcommittee Overall Observations

In a bureaucracy with nearly 17.000 employees a well run and effective Human Resources
Department is essential to providing adequate oversight of the natural rise in the cost of
government. Decisions made in Human Resources frequently have costs and operational
implications years after being made. Dollars can easily be lost or discounted in a budget of
billions, however, Human Resources must always be mindful of how much their decisions will

cost the taxpayer down to the last penny.

While the performance audit of the County’s HRD identified areas where the Department
performs well, there is clearly much room for improvement. The Subcommittee’s detailed
vetting of the audit’s facts and source documents validated each of the 50 audit findings.

Notable confirmed shortcomings of HRD processes include:

1) No established strategic foundation/direction for HR Activities.
2) Lack of oversight and enforcement of county policies.
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3) Inadequate tracking of HR related statistics and performance metrics.
4) Inadequate succession planning.

5) Performance evaluations of limited value

6) A need for assistance in conducting key labor negotiations.

The lack of an overall Countywide HR strategy has led to unnecessary long term costs,
inconsistent classification/compensation actions, and an underdeveloped bench of future County
managers. In the opinion of the Subcommittee, the lack of a coherent HRD strategy for current
HR systems and practices has inadvertently contributed to a “'salary arms race.” This is an issue
at all levels of County government. most visible at the executive level due to high salaries. The
public expects their elected officials to be engaged and involved in these issues now more than
ever. It is incumbent upon the Board to be involved in such issues as set forth in page one of
HRD’s classification handbook. The Subcommittee has developed several recommendations
that enhance the Board’s role in these issues and will reinforce public confidence that County
employees will be paid the type of salaries that are reflective of public service and are
commensurate with their responsibilities.

While HRD does concur on several of the audit’s findings, the Subcommittee is concerned that
on some key issues HRD has yet to take the first step of recognizing and acknowledging the
different problems that exist. This is most evident in HRD’s lack of strategic integration of the
audit findings and recommendations into current HR-related issues. For example, since the
formation of the Subcommittee, several HR-related agenda items have been scheduled for Board
approval without consideration and application of audit recommendations. Recent contract
negotiations, salary reopeners, and proposed health benefit plan rates all have significant long
term cost implications for County government, and more importantly, County taxpayers. Until
reforms are made that will lead to more vigilance by HRD. it is the Subcommittee’s opinion that
the Board will need to apply an added level of scrutiny to such items.

C. Subcommittee Review of Key Findings and Recommendations

Attachment 1 lists the 50 audit findings and the corresponding recommendations made by the
Subcommittee. The two findings deemed highest priority by the Subcommittee are Findings 4
and 28. Finding 4 (Classification/Compensation) clearly has an impact to the County’s bottom
line, this item also received considerable media attention and public interest. Finding 28 (use of
third party labor negotiator) needs to be addressed in a timely manner given the upcoming 2012

labor negotiations.

Itemized below are the recommendations we presenting to the Board for concurrence and action:

Classification/Compensation (Finding 4)
Finding 4 disclosed the lack of oversight of classification and compensation requests by HRD -

many of which occurred in HRD and the CEO’s office. the very departments entrusted with
oversight on these issues. Although HRD did not concur with this audit finding, after careful
examination of source documents and existing HR policies. the Subcommittee found that the
items detailed in Appendix B fully justify the finding and must be addressed.




As part of its evaluation process, the Subcommittee directed County Counsel to examine each
specific item listed in Appendix B of the Performance Audit and identify any potential remedies.
With respect to current classification/compensation, this examination concluded that specific
remedies are only available for Executive Managers or vacant positions.

Recommendation #4 under Finding #4 and includes the following:

a. Require HRD ensure that all classification and compensation requests be done according to
written County policy (i.e., Classification Handbook and established County policies).

b. All classification/compensation requests (both approved and denied) are to be filed in the
On-Base document imaging system.

¢. The Subcommittee determined that CEO/HRD did not follow County policies in regard to
reporting on classification issues related to the major reorganization of the OC Community
Resources Department, Going forward direct HRD to update and henceforth comply with
the County’s major/minor reorganization policy.

d. Direct HRD to develop Countywide policies for Board approval that (a) require an
Administrative or Executive Manager to be in his/her position for at least one year before
being considered for a discretionary Salary Adjustment; and (b) limits the number of
equity/salary increases in a specific time period (e.g., 1-2 years) for an individual employee
in the same position.

e. Establish a policy that requires that any new Executive Management position (whether the
result of a new position request, position reclassification, or position exchange) be approved
by the Board of Supervisors (Attachment 3).

f. Direct HRD to develop a policy that provides specific compensation guidelines for
Executive Management Salary Adjustment/Equity increases and return to the Board for

approval of this policy in 30 days.

g. Initiate a formal review of those items in Appendix B where appropriate remedies are
available according to the new Executive management policy and County Counsel’s
opinion. Specifically, as itemized in Attachment 2, this would entail:

i. Require that a formal classification study (per Classification Handbook guidelines) be
conducted and brought back to the Board for final approval on the following Appendix
B Executive Management positions: 1, 2, 5, 67, and 69; and Administrative Manager [
position #17. These studies are due to the Board in 45 days. During the interim period
in which these reviews are being conducted, Executive Manager incumbents in these
positions will be placed on temporary promotion status at the same pay/benefits level
pending the outcome of the classification study and approval by the Board.

ii. Require that HRD and pertinent departments develop a formal compensation request
that documents the reasons for the discretionary Salary Adjustments/Equity Increases
given to the following Appendix B Executive Manager positions: 3. 5. and 62.
Specific information to be part of these requests (but are not limited to) include:



benchmarking of other internal County or external government agency Executive
salaries, the specific meritorious performance or increased responsibilities that justify
the proposed increase, a history of similar recent salary increases to provide context,
organization chart, and identification of potential impacts Countywide of approving the
request. Present these requests are due to the Board in 45 days.

iii. Revocation of 40 hours of Annual Leave which had been granted in violation of
established policies. from the incumbent in Appendix B item #3.

iv. Where none exist, conduct proper classification and/or compensation documentation
requests for all non-Executive management positions/incumbents in Appendix B in
order to provide proper documented justification that can be used for reference and as a
resource in future classification or compensation requests. Although we are not
recommending Board review of these updates we expect formal notification by memo

within six months when this item is complete.

Labor Negotiations (Finding #28)
Audit Finding 28 (Attachment 1) documented the potential benefit to the County of employing

outside/third-party negotiators for the upcoming 2012 MOUs.

Recommendation #28 is our response to Finding #28 and includes the following:

a. HRD has drafted of a scope of work (Attachment 4) for the possible engagement of an
outside contract negotiator for the 2012 labor negotiations. Subcommittee recommends
the release of an RFP for this consultant service.

b. Direct the CEO to initiate a recruitment for an HR Director which will allow transition

time between the current and new director.

Employee Benefits
Findings 9-23 concern Employee Benefits. While HRD concurs with many of the finding

recommendations there are some in which they do not concur. The Subcommittee has not yet
adequately reviewed these items and therefore will be withholding final recommendations until
we have another opportunity to meet. We will plan to report back to the Board on these fifteen

items at the August 23" meeting.

General Recommendations
The following items, which comprise the remainder of the recommendations, are designed to

improve the overall strategy and effectiveness of HRD. It is recommended that the Board
approve these items and direct HRD to develop deadlines (where none is given) and report
monthly to the Board starting October 1. Please note that the descriptions below are meant to
give a general picture of each recommendation. for more detail please see Attachment 1 which
puts the recommendations in context with the corresponding finding.

Recommendation #1 states that all studies conducted of HRD must be submitted to the Board
on the public agenda.

Recommendation #2 directs HRD to complete a Countywide HR Strategic Plan by June 2012.
As part of the development of a Strategic Plan, direct HRD to create a mission statement and



goals that identifies HRD’s critical oversight role in Countywide HR activities. Include in
Strategic Plan the identification of a Governance Model for Countywide HR management.

Recommendation #3 directs HRD to develop a formal total compensation philosophy for Board
adoption prior to 2012 labor negotiations. Direct HRD to develop a timeline for updating out-of-

date classification specifications.

Recommendation # 5 directs HRD to develop a detailed process that addresses escalation
procedures agencies/departments not compliant with HR policies by October 2011.

Recommendation #6 directs HRD to collect and report out on, at a minimum, the following
metrics:

e #and % of merit increases and its annual cost by agency/dept

o PIP Goal achievement by agency/dept

e # of Salary Adjustments and its annual cost by agency/dept

Also direct HRD to develop specific salary codes for specific salary adjustments in
CAPS+/AHRS system.

Recommendation #7 directs HRD to develop monthly monitoring reports that track
discretionary salary increases for all management positions, that is distributed to the Deputy
CEOs and CEO. This recommendation should be implemented by September 2011.

Recommendation #8 directs HRD to obtain a cost estimate for this CAPS+ modification to
prohibit permanent promotions into temporary classification positions by October 2011. Return
in the first Monthly Progress Report with determination on whether or not to implement this

change.

Recommendation #24 addresses the fact that some HRD negotiators for the smaller bargaining
units do not feel sufficiently trained to effectively fulfill their role. HRD should only assign Lead
Negotiator duties to employees that are confident in filling this role.

Recommendation #25 directs HRD to ensure key staff has the time and resources to participate
in professional organizations to keep up with industry best practices. Progress on this should be

updated in monthly progress reports.

Recommendation #26 calls on HRD to review all side agreements/letters to determine which
should be incorporated into an MOU or other official document. This should be fully
implemented by the 2012 Labor Negotiations.

Recommendation #27 directs County Counsel to identify with Board Offices any areas of
disagreement with HRD over labor negotiations.

Recommendation #29 directs HRD to pursue necessary modifications to the MOU during 2012
negotiations.



Recommendation #30 directs HRD to utilize a subject matter expert from outside the County or
provide training to an in-house resource to review the existing MOUs in depth. with the goal of
better formatting and structuring future MOU documents. Complete this analysis by June 2012.

Recommendation #31 directs HRD, in conjunction with County Counsel, to review and update
the Employee Relations Resolution as needed. Complete this analysis by June 2012.

Recommendation #32 directs HRD, per the MOUs, to require that labor organizations with
financial reporting requirements submit those reports each year. This should be implemented by

December 2011.

Recommendation #33 calls for the development of performance measures and procedures for
the tracking of important employee discipline/appeals information and statistics. Implement this
recommendation by December 2011 and prepare metrics summaries to the Board and
agencies/departments.

Recommendation #34 is to pursue the discontinuation of binding arbitration during 2012 labor
negotiations.

Recommendation #33 states that during the 2012 negotiations, pursue alternatives such as
limitations on the types of issues that can go to arbitration and the use of additional arbitrators.

Recommendation #36 directs HRD to conduct regular work sessions with agency/department
HR staff to review the employee discipline process and solicit any concerns or feedback.

Recommendation #37 directs the pursuit of the discontinuation of the PIP Goal award at the
next round of negotiations with OCEA. Discuss this issue in current salary reopener or in the
2012 negotiations with labor organizations.

Recommendation #38 directs CEO/HRD to develop proposed modifications to the management
Pay for Performance program, specifically in regard to ensuring consistent assignment of
performance ratings across the County.

Recommendation #39 directs HRD to develop a more formal and robust Executive
Management appraisal system that includes guidelines and is consistent with the standards of the
Administrative Management P4P Program. Implementation deadline is June 2011.

Recommendation #40 states that the CEO, through HRD, should ensure the completion of
annual performance evaluations for all County employees. In particular ensure that all Executive
Managers receive a timely annual performance evaluation.

Recommendation #41 states that HRD should adhere to State standards and County policies and
fulfill its leadership role in performance appraisal by accurately documenting HRD employee
performance and including suggestions for employee performance improvement where
appropriate

Recommendation #42 sets the following steps to fulfill HRD's oversight role of Countywide
recruitment activities: a) Run regular reports in NEOGOV and CAPS Data Warehouse to
determine whether agencies/departments are accurately and completely entering information into
NEOGOV:; b) Determine recruiting metrics to be included in HRD's Balanced Scorecard



(currently in progress); ¢) Consider increasing the number of HRD staff assigned to this function.
This should be fully implemented by June 2012.

Recommendation #43 HRD will report monthly on its efforts to strengthen the Countywide
training program, and reform the current decentralized training approach where appropriate.

Recommendation #44 directs HRD to conduct a knowledge/skills assessment of current
Countywide HR employees and develop a training plan to address any skills gaps. Encourage
HR professional staff to obtain certification through an industry organization. This should be
implemented by March 2012.

Recommendation #45 calls for the formation of a task force to immediately develop a formal
succession planning strategy for the County. Additionally, as part of the planning for all future
cost savings proposals. HRD should identify potential impacts to employee reductions and
include a discussion about how to mitigate its impact prior to implementation. This should be

implemented by March 2012

Recommendation #46 leaves to the HR Director’s discretion the consolidation of all Labor
Negotiations activities under the Chief of Employee Relations.

Recommendation #47 leaves to the discretion of the HR Director the reporting structure of the
HRD Compliance Team.

Recommendation #48 leaves to the HR Director’s discretion whether to delete the Accounting
Manager (Admin. Mgr. II) position in favor of creating two positions of lower classification.

Recommendation #49 leaves to the HR Director’s discretion the organization of the
administrative unit.

Recommendation #50 includes: a) given the volume of challenges facing HRD, the audit team
recommends maintaining the current level of centralization, but implementing an HR
Governance Model in the near term. Subsequent to the 2012 negotiations, conduct a more
thorough review of the costs and benefits associated with recentralizing a portion or all of the
Countywide HR functions; b) Regardless of the level of centralization pursued, the audit team
recommends that CEO and HRD address the multiple deficiencies noted throughout this audit
(e.g., develop an HR Strategic Plan, increase the amount and rigor of HRD oversight of
agency/department HR actions, enhance HRD training resources).

D. Conclusion

The recommendations listed above will put HRD on the right track toward strengthening their
oversight role and improving their strategic outlook. In summary the Subcommittee is asking the
Board to take the following actions at the August 9, 2011 meeting:

Approval of Recommendation #4, highlights of which include:
* Establishment of a new policy requiring Board approval for new Executive Management

Positions.



e Development of a new policy that provides specific compensation guidelines for
Executive Management Salary Adjustment/Equity increases.
e Approval of a formal review of Appendix B Executive Management Items.

Approval of Recommendation #28 which includes:
e [ssuance of an RFP for a third party negotiator.
e Direction to the CEO to begin recruitment for a new HR Director.

Approval of Recommendations 1-8, and 24-50. Direction will be given to HRD to report back to
the Board on a monthly basis regarding their implementation of the recommended items.

On August 23™ the Subcommittee will report back to the Board concerning Findings 9-23 which
concern employee benefits.

Patricia C. Bates Shawn Nelson

Supervisor, 5 >District Supervisor, 4™ District
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| HUMAN RESOURCES DEPARTMENT Attachment 3

POLICIES & PROCEDURES
’

EXECUTIVE MANAGEMENT POSITION POLICY

(Requires amendment of PSR and approval of the Board of Supervisors)

PURPOSE To establish a policy that requires Board of Supervisors approval to
establish permanent or reallocated Executive Management positions.

AUTHORITY County of Orange, Board of Supervisors

POLICY All new permanent or reallocated Executive Management positions must
be presented to the Board of Supervisors for approval.

PROCEDURE Follow Budget process and ASR filing requirements to request position.

CONTACT If you have any questions or require more information, please contact the

appropriate Service Team Manager.

MyDocuments/PerfAudit/PolicyProcedure/ExecMgmt Pos_vé July 18, 2011



[ Attachment #4

J

Draft Scope of Work
Labor Contract Negotiations Services

Scope of Work:

The County of Orange is a public sector governmental entity, a Charter County,
governed by a five member Board of Supervisors, composed of 24 departments and
agencies with over 17,000 employees represented by seven labor organizations in 14
bargaining units. The County’s core businesses are public safety, public health,
environmental protection, regional planning, social services and aviation.

Under the direction of the Board of Supervisors, the County of Orange is seeking an
experienced professional contractor to act as the Lead Negotiator with labor unions for

contract negotiations and other meet and confer issues, which will include the following:

Contract Term:

o Negotiate 2012 contract renewals with one or more County Bargaining Unit,
through successful final agreement.

e Negotiate 2011 Re-openers through successful agreement.

Negotiation Planning Activities:

e Become knowledgeable about the County’s labor agreements and related practices
and policies, and the County’s past negotiations history, including any relevant files
and documents necessary in preparation for contract negotiations

e Lead and facilitate discussions among Senior Officials of the County, such as

Department Heads and other County management, regarding goals, strategic and
financial objectives, priorities and general information regarding negotiations

Negotiation Strategy Activities:

« Participate with the Board, CEO and HR Director on the development of potential
County negotiation proposals and in the Board's final determination of negotiation

parameters.

o Develop and recommend negotiation strategies to the Board.

Contract Negotiation Activities:




e Act as the County’s Lead Negotiator in contract negotiations, impasse resolution
process, if necessary, and in final adoption of agreements by the Board of

Supervisors.

o Evaluate and analyze negotiations proposals received from labor organizations.
Advise and make recommendations to the Board of Supervisors on how to proceed
during negotiations. Receive and follow directions from the Board on how to

proceed.

e Maintain communication with and provide updates regularly to Board of Supervisors
on the status of negotiations, prior to and after each negotiation session, and
throughout the process as developments occur which may impact the outcomes or
direction of contract negotiations.

e Assist in the preparation of any and all documents, staff reports, exhibits,
presentations, charts or spreadsheets necessary to convey information to the Board
of Supervisors, and/or in preparation for final adoption of agreements by the Board.

e Prepare written summaries or status reports as requested by the Board of
Supervisors, and maintain complete and accurate documentation of the negotiations
process, with assistance from County staff as needed.

« Work with the County Counsel, providing any requested information pertaining to the
negotiations process.

Post Negotiation Activities:

o Be present and speak at public meetings when labor contracts are agendized for
adoption by the Board of Supervisors

Other Services to be provided as needed:

o Advise and consult on best practices and trends in labor negotiations, both in the
public and private sectors.

o Be available to provide ongoing support as needed on such matters as contract
interpretation and strategies for implementing and administering terms of the
negotiated labor agreements

« Provide other advisory services as requested by the County for which the
contractor has the technical capability to render

Throughout the term of this contract, the Contractor will work closely with the County
Board of Supervisors and County Executive Officer to successfully achieve its

objectives.



The County will provide the Contractor with the following resources as needed:

 Staff support and subject matter experts from Human Resources, CEO
Budget Office, County departments and County Counsel

» Access to any and all available documents, historical files and agreements
e Office space, supplies and conference rooms

¢ Administrative staff and technical support



