To: Gulf Coast Workforce Board Members

From: Mike Temple
Carol Kimmick

Date: September 25, 2013

Subj: Board Meeting Materials for Tuesday, October 1, 2013

The next meeting of the Gulf Coast Workforce Board is scheduled for 10:00 a.m.,
Tuesday, October 1, 2013, in the second floor Conference Room A, 3555 Timmons,
Houston.

Chairman’s and Committee Reports. Board Chair Mark Guthrie will provide a brief
report on items of interest for members. Audit/Monitoring Committee Chair Joe Garcia
and Strategic Planning Committee Chair Carl Bowles will discuss respectively their
committees’ September meetings.

We will also recognize a Workforce Solutions staff member for outstanding customer
service. Earlier this year, working with our contractors, we developed an effort to focus
on and improve customer service throughout our system. We dubbed this effort “I AM
Workforce Solutions” — and item 6d has a brief explanation of the effort as well as
information about our first award winner.

Action. The Early Education and Care Committee will meet on September 26 to discuss
the expansion of our early education/child care quality improvement efforts and to
recommend a small change in our financial aid payments policy. This change would
prohibit network providers who accept Workforce Solutions negotiated payments from
charging parents the difference between their published rates and our network rate.
Committee Chair Bobbie Henderson will present the committee’s findings and
recommendations.

Information Items. Included is information on current performance and expenditures.
We’ll have a brief update on the transition for those offices previously operated by
ResCare. Ron Borski will brief us on the region’s economy.

We look forward to seeing you Tuesday. Please call or email us if you have questions.



The Gulf Coast Workforce Board
Tentative Agenda
Tuesday, October 1, 2013 at 10:00 a.m.

H-GAC Conference Room A
3555 Timmons Lane, Second Floor, Houston, Texas 77027

1. Call to Order and Determine Quorum

2. Adopt Agenda

3. Hear Public Comment

4. Review August 2013 meeting minutes

5. Declare Conflicts of Interest

6. Consider Reports
a.  Chair’s Report. The Board chair will report on items of interest.
b.  Aundit/ Monitoring. The committee chair will present an update from the September
2013 meeting.
¢.  Strategic Planning. The committee chair will present an update from the September
2013 meeting.
d.  Career Office. Recognize Workforce Solutions staff for outstanding customer service.

7. Take Action
a. Early Education and Care. The chair will report on the committee’s most recent
September 2013 meeting, including a recommendation to change Board policy and
prohibit network child care providers from requiring parents to pay the difference
between published rates and the Workforce Solutions negotiated rate.

8. Receive Information
a.  System Performance. Report on current performance against Board measures and
grantor requirements.
b.  Expenditures. Report on current expenditures.
Transition update. Report on transition for offices previously operated by ResCare.

9. Look at the Economy
Staff will discuss current economic data and trends in the Gulf Coast labor market.

10. Other Business

11. Adjourn

Workforce Solutions
Workforce Solutions is an equal opportunity employer/program.
Auxiliary aids and services are available upon request to individuals with disabilities.
Please contact H-GAC at 713.627.3200 at least 48 hours in advance to request accommodations.
Texas Relay: 1.800.735.2989 (TTD) 1.800.735.2988 (Voice) or 711



MINUTES OF
THE GULF COAST WORKFORCE DEVELOPMENT BOARD
TUESDAY, AUGUST 6, 2013

MEMBERS PRESENT:

Willie Alexander Karlos Allen Gerald Andrews
Betty Baitland SaraBouse Carl Bowles

Y vonne Estrada Joe Garcia Mark Guthrie
John Hebert Bobbie Henderson Tracie Holub
Eduardo Honold Guy Robert Jackson Sarah Janes
Tony Jones David Joost Birgit Kamps
Ray Laughter Ramona Malone Linda O’ Black
Janice Ruley Allene Schmitt Richard Shaw
Connie Smith Gil Staley Joe Swinbank
Evelyn Timmins Bill Weaver Sarah Wrobleski
Madeleine Y ork

H-GAC STAFF MEMBERS PRESENT

Mike Temple
David Baggerly
Ron Borski

Mr. Mark Guthrie, Chair, called the meeting to order at approximately 10:00 am., on
Tuesday, August 6, 2013, in the 2nd floor, H-GAC Conference Room A, at 3555
Timmons Lane, Houston, Texas. Mr. Guthrie determined a quorum was present.

Mr. Guthrie asked Mr. Richard Shaw to give an update on Mr. Jeff Labroski’s son who

was injured in an automobile accident last week. Mr. Shaw asked the Board to keep
Justin and his family in our prayers.

ADOPTION OF AGENDA

Mr. Guthrie asked for an adoption of the agenda as presented. A motion was made and
seconded to adopt the agenda. The motion carried.

PUBLIC COMMENT

Mr. Vernus Swisher, representing Career and Recovery Resources, Inc. addressed the
Board regarding the recommendation at the Procurement Committee’'s meeting on July
18, 2013 not to fund the Career and Recovery Resources, Inc., proposal.
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MINUTES FROM JUNE 4, 2013

Mr. Guthrie asked if there were any additions or corrections to the minutes for the June 4,
2013 meeting. Mr. Guthrie stated that Vice needed to be removed from his title in the
first section. A motion was made and seconded to approve the minutes as corrected. The
motion carried.

DECLARE CONFLICTS OF INTEREST

Ms. Ramona Malone declared a conflict of interest for item #7a

CONSIDER REPORTS

Chair’ s Report

Mr. Guthrie explained that the congressiona year has concluded without a WIA
reauthorization. That means that we will have approximately 2 million dollarslessin the
budget for 2014. The Staff and the procurement committee had to look at ways to reduce
costs in the procurement process which will be addressed later in the agenda.

Mr. Guthrie stated that he will be attending a TAWB meeting in Fort Worth, Texas next
week. He explained that they are working on arevised Education White Paper which he
will share with anyone who is interested.

He reported that Texas Workforce Commission held two townhall meetingsin late July to
discuss the Adult Basic Education transfer to TWC and how TWC might administer it
going forward. He said that he was unable to attend, but explained that he directed
comments to TWC and suggested that anyone else who wanted to submit comments
should contact staff.

Mr. Guthrie encouraged Board committee involvement; and suggested that the new
members consider joining committees.

Audit/Monitoring

Mr. Joe Garcia explained that the committee met on July 10, 2013 and discussed recent
activity. The complete report was provided to the Procurement Committee to assist in
making their recommendations.

A team, composed of Board staff and representatives from four of our major contractors,
conducts quality assurance monitoring throughout the year.

The team observes operations, talks to customers, and reviews recordsin itswork. The
team focuses on customer service, compliance, and management issues.
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All career offices have been monitored, but al reports have not yet been issued, but the
results are included in thisreport. The report spans three years of monitoring results.

Office rating definitions are:

Above Average

This means the office works well — providing customers with quality service
while adequately addressing compliance requirements. There may be one or more
elements of service that could be improved.

Average
This means the office delivers an acceptable level of service for customers and
generally meets compliance requirements.

Below Average

This means the office does not deliver an acceptable level of service for customers
and/or may fail to address one or more compliance requirements. There are
critical elements of service which must be improved.

Interfaith

Interfaith of The Woodlands operates Columbus, Conroe, Cypress Station, Humble,
Huntsville, Sealy, Waller, Westheimer and Willowbrook. Interfaith also staffsan
itinerant site at the Houston Public Library Ring Branch that has an acceptable rating.

The Cypress Station office has one of the highest volumes of customer traffic in our
system. Humble and Westheimer, at times, have significant traffic. Conroeisamid-
sized office. The remaining offices are smaller, with fewer staff and less traffic.

v’ For the past three years, Waller and Humble have been above average once and
Sealy has been above average twice.

e Factors contributing to the above average rating include data
improvement, good team work, customer service and communication.

e In 2013, the team rated the Humble office as below average principally
because the quality of the work applications and job postings had declined
noticeably from the prior two years.

v’ For the past three years the following offices have rated average: Columbus,
Conroe, Cypress Station, Huntsville, Westheimer and Willowbrook. Common
issues at these offices are customer service related ones, including work
application and job posting quality.
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v Interfaith manages aregional team of facilitators from all three career office
contractors. Team memberstravel to libraries, community centers, events, and
agencies throughout the region to present Workforce Solutions’ job search
seminars to the general public. Interfaith has done a good job in managing this
function and increasing the number of frequency of events for the general public.

Interfaith has a solid record of responding to and correcting quality assurance issuesin a
timely manner.

We would characterize the Interfaith organization as a strong contractor with arecord of
good performance over many years.

Neighborhood Centers, Inc.

Neighborhood Centers, Inc. (NCI) operates Astrodome, East End, Hobby, Northeast,
Northline, Northshore, Pasadena and Southwest. NCI also staffs an itinerant site at the
Houston Public Library’s Downtown location. The offices were previously managed by
Houston Works.

The offices NCI manages for us are among our largest and busiest locations.

v' The East End office attained above average rating this year. Customers often
recommend this location to acquai ntances.

v For the past three years, Astrodome, Hobby, Northeast and Northshore have had
average ratings.
e Common issues are work application and job posting quality and some
compliance record-keeping.

v Three years ago, Northline and Pasadena received a below average rating and
Southwest received one last year.
e Theprincipa issue at these offices was slow customer service, including
long lines or waits for attention.

NCI responds promptly and thoroughly to quality assurance issues and has worked
diligently to improve operations in the offices it manages. In our opinion, NCI did an
exceptional job of transitioning staff and facilities from Houston Works at the beginning
of this contract year.

We would characterize NCI as a strong organization with the ability to manage
Workforce Solutions offices and provide high quality service for customers.

ResCare Workforce Services

ResCare operates Bay City, Baytown, Katy Mills, Lake Jackson, Liberty, Rosenberg,
Texas City, and Wharton. ResCare also staffs an itinerant site in Winnie (Chambers
County).
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The Texas City location is consistently a busy office, and the Baytown office sometimes
receives high volume traffic. The other offices are smaller with lesstraffic. Katy Millsis
asmall, though full-service, location linked to Rosenberg. Winnie is staffed from
Baytown.

v’ For the past three years, Katy Mills, Liberty and Wharton have had average
ratings.

v Bay City was below average three years ago, but has since improved.

v Lake Jackson, Rosenberg and Texas City have been rated below average in two of
the last three years.

e Each of these locations has had management problems. Rosenberg has had
the most severe problems and has been the most difficult to correct.

e Each of these locations has also exhibited problems with customer service,
including attention to customers and adequate work applications. Lake
Jackson has had difficulty working job postings.

v" Baytown and Winnie (which is staffed from Baytown) also have been rated below
average in two of the last three years.

v Both of these locations have had to improve customer service, including the
quality of work applications and level of effort working job postings.

ResCare has changed management at the office level frequently. This has not aways
hel ped the offices improve service.

ResCare has aso changed itslocal, regiona and national management during the past
three years. Current management has listened closely to quality assurance and contract
management suggestions and demonstrated a willingness to improve its operations, but
ResCare has not always been able to carry through with those improvements.

ResCare is alarge, stable organization with a national scope and multiple lines of
business, including workforce.

Employer Services

Employment and Training Centers, Inc. operates Workforce Solutions' Employer Service.
This group of staff is primarily responsible for direct service to and on behalf of
employers throughout the region.

ETC also organizes and staffs job fair events, represents Workforce Solutionsin
chambers of commerce and economic devel opment organizations, and operates as the
system’s principal provider of outplacement.



Gulf Coast Workforce Board Minutes
August 6, 2013
Page 6 of 17

During the past three years, ETC has had acceptable ratings for all quality assurance
reviews.

v" ETC has done an exceptional job with the NASA JSC aerospace transition
center, working with NASA contractors and NASA itself. Through the work
at this location, ETC has added information and ability to the entire system to
help customers learn to effectively use social mediain job search and has
tested the use of online service.

v' After aslow start, ETC has done agood job of offering on-the-job training for
employersin the region.

ETC responds promptly to quality assurance issues or comments and has demonstrated an
ability to improveits operations. ETC has also demonstrated over many years the ability
to innovate and support improvement in the entire Workforce Solutions system.

ETC isalocal for-profit organization with along history of work for the Board.
Financial Aid Payment Office

Neighborhood Centers, Inc. operates the Financial Aid Payment Office (FAPO) —the
central point for tracking financial aid and paying vendors.

FAPO:

v" Maintains an accounting system for financial aid —the Financia Aid
Management System or FAMS —that allows staff throughout the system to
commit and authorize financial aid on behalf of customers. FAMS tracks
commitments and expenditures for all non-child care related financial aid.

v Pays vendors for services on behalf of customers. Thisincludes paying
colleges, schools and other training institutions for education/training; service
providersfor avariety of support services; and early education/child care
providers.

v Estimates and reports on system commitments and expenditures of financial
aid dollars. Thisincludes projections on expenditures.

V' Serves as the system’s vendor relations network, providing technical
assistance for vendors.

FAPO aso procures, distributes and reports on the cash substitutes Workforce Solutions
uses to provide some kinds of financial aid (bus passes, gas cards, store cards).

During the past three years, NCI has had an acceptable rating for all quality assurance
reviews of FAPO. Issues the team has identified needing improvement have included:

e Customer service. The staff at FAPO’s central location has not always been
accessible to vendors for service and technical assistance.
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e Monitoring. FAPO has not always conducted appropriate or adequate levels of
vendor monitoring, particularly for early education/child care providers.

NCI has operated FAPO for the Board since the inception of this unit. NCI has done a
good job of managing a complex function that does not stand aone but isintegrated into
the other operating units of Workforce Solutions.

NCI management and the FAPO management are responsive to quality assurance
recommendations and have worked to improve operations.

Financial Aid Call Centers
Interfaith of the Woodlands and ResCare both operate financial aid call centers.

These call centers determine digibility for all financial aid to customers that exceed $200.
Thisincludes the financial aid we provide to parents and caretakersto help with early
education/care expenses as well as scholarships for education and training.

In the current quarter, the Interfaith call center is averaging 22,700 calls per month and
processing an average of 5,350 applications for financial aid. The ResCare call center is
averaging 5,000 calls and processing 1,000 applications per month.

Both the Interfaith and ResCare call centers have acceptable ratings from quality
assurance reviews. Over the past several years, the call center staff has worked to address
service issues that include:

Long wait times to answer calls, dropped calls, and returning voice mail promptly
General customer service, including responsiveness to customers

Ensuring FAX lines are available and operating

Receiving and tracking documents to support financia aid applications

Reducing the time to process applications and streamlining application processing

Each call center provides operating and production data monthly through an internal
report. ResCare has had difficulty in providing accurate data for these reports.

Training Young People for Work

We have two projects focused on service for youth. Gulf Coast Trades Center provides
residential training, largely for youth in the juvenile justice system, in basic education and
alimited number of occupational areas. SER-Jobs for Progress offers support for youth
in finding jobs, completing school and acquiring occupational skills.

Both Gulf Coast Trades Center and SER have acceptable ratings from quality assurance
reviews.

SER has recently had some difficulty in maintaining acceptable records, including records
for eligibility determination, records documenting service, and records supporting
outcomes.
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Early Education and Care Quality

Collaborative for Children provides awide range of quality improvement activities for
early education/care vendors in our network, including one-on-one technical assistance
from staff experienced in early education. Collaborative helps providersin our network
work to achieve various quality accreditations, such as the Texas Rising Star certification.

Collaborative supports our customers by powering a database of early education/child
care providersin the region that offers parents and others information about the provider
that includes quality indicators. Collaborative also prepares inclusion plans for customers

who have children with disabilities.

Collaborative has been along time contractor for the Board and has performed well.
Collaborative has generally met or exceeded its production goalsin providing training,
technical assistance and materials.

Workforce Solutions

Regional Quality Assurance Results

Summary 2011 to 2013

Contract Unit 2013 2012 2011
ETC Employer Service Acceptable Acceptable
Interfaith Sealy Above Above Average
Interfaith Waller Above Average Average
Interfaith Interfaith Call Center Acceptable Acceptable
Interfaith Ring Library Acceptable
Interfaith Columbus Average Above Average
Interfaith Conroe Average Average Average
Interfaith Cypress Average Average Average
Interfaith Huntsville Average Average Average
Interfaith Westheimer Average Average Average
Interfaith Willowbrook Average Average
Interfaith Humble Below Above
NCI East End Above Average Average
NCI Downtown Library Acceptable
NCI FAPO Acceptable Acceptable Acceptable
NCI Astrodome Average Above Average
NCI Hobby Average Average Average
NCI Northeast Average Average
NCI Northline Average Average Below
NCI Northshore Average Average Average
NCI Pasadena Average Average Below
NCI Southwest Average Below Average
ResCare ResCare Call Center Acceptable Acceptable
ResCare Bay City Average Average Below
ResCare Katy Mills Average Average
ResCare Lake Jackson Average Below Below
ResCare Liberty Average Average Average
ResCare Wharton Average Average Average
ResCare Baytown Below Below Average
ResCare Rosenberg Below Below Average
ResCare Texas City Below Average Below
ResCare Winnie Below Below Average

Gulf Coast Trades Center Acceptable

SER-Jobs for Progress Needs | mprovement Acceptable
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Financial Systems

We review contractors accounting policies and procedures, financial system controls and
transactions, personnel policies and procedures, payroll, procurement, inventory, financial
reporting/billing, cost allocation, and cash management. We conduct an annua systems
review and more frequent billings reviews.

Our contractors are subject to rules and procedures that generally govern federal/state
dollars, as well as some requirements specific to a particular funding source or grant.

While we often have findings and observations in financial monitoring reports, currently
we have no outstanding or unresolved findings or questioned costs for seven on the eight
contractors listed above.

We have issued areport for SER-Jobs for Progress for the current year review. SER hasa
deadline later this month to respond to the report.

Several Board members had gquestions or made comments; discussion followed.

Mr. Guthrie commended Chair Garcia along with the Audit/Monitoring Committee
members and staff for the hard work during the procurement cycle. The committee has
provided a substantial amount of information and recommendations to the procurement
committee. The Procurement Committee considers the information when making their
recommendations.

TAKE ACTION

a  Procurement. The chair will report on the committee' s recommendations for
funding Workforce Solutions operations in 2014 and ask Board consideration of
contracts in an amount not to exceed atotal of $173,117,000.

Ms. Evelyn Timmins, Vice Chair of the Procurement Committee gave the report. She
started by explaining that the Procurement Committee met on Thursday, July 18, 2013 at
the Westin Oaks Hotel in the Galleria. Members present included Mark Guthrie, Board
and committee chair, Evelyn Timmins, committee vice chair, Tony Jones, Sara Bouse,
Allene Schmitt, John Hebert, Willie Alexander, Karlos Allen, Gil Staley and Joe Garcia,
Board vice chair.

Vice Chair Timmins reported that we received 18 separate requests from 16 bidders
requesting about $108 million. Members heard brief presentations from all 16 proposers
and asked questions of each proposer.

e We had two organizations offer projects to improve the quality of early education
and child carein the region. Both proposers have recent Gulf Coast contracts.

e Three bidders submitted four proposals to deliver service for young people. Two
of the proposers have current contracts with the Board, and the third is a national
contractor and first time proposer in our region.
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e TheFinancia Aid Payment Office had one proposal—from Neighborhood
Centers, the current contractor

e Employer Service had three proposals, the first time we have had competitive bids
for this service.

e Wereceived two proposals for the single Financial Aid Call Center we
recommend establishing. Both of the bidders operate call centers for us now.

e Finaly, there were six organizations submitting proposals to operate our 25 local
career offices. Three of the six are new bidders.

Overall, we expect our revenue for system operations to be $2 million less next year,
dropping from about $175 million to $173 million. The largest portion of the loss comes
from the sequestration of Workforce Investment Act funds, one of our most flexible
funding sources. We aso had small increases in other sources of our base operating
revenue, but none of those was enough to offset the loss from sequester of workforce
investment money.

We have dlightly more Child Care and Devel opment funds, the result of a changein state
law that has increased requirements for investing in early education quality activities and
rates paid to Texas Rising Star early education/care providers.

other changes are possible in our base revenue depending upon actions at the federd
level. Currently funds for employment support of Supplemental Nutrition Assistance
(food stamp) recipients are yet to be approved.

Through these recommendations for 2014 contracts, the committee wants to ensure that

1. Serviceisavailable throughout the region so that employers can meet their human
resource needs and individuals can build careers.

2. Workforce Solutions offices and units deliver high quality service that offers
value for our customers.

3. Sufficient financia aid funds are available to support customers as they work to
get ajob, keep ajob, or get a better job.

4. The regional workforce system helps achieve the Board' s desired results and
meets or exceeds the Board' s performance measures and state and federal
production standards.

Early Education and Care
The committee recommends funding both proposals at requested levels.

We have good experience with both contractors in the current and previous years.
Collaborative for Children is an active member in the region’s community of
organizations working to improve the quality of early education and care. CC has done a
good job for the Board in providing technical assistance to providers and their staffs,
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providing a valuable information and referral service region wide for parents, and in
raising the matching funds we need. TAEY C has successfully operated a small
scholarship program to help early education teachers advance their skills in working with
children.

The Legislature made changes this year that sets a minimum level of required funding for
early education quality improvement activities. We recommend moving about $700,000
from our financial aid pool to not only meet, but exceed, the minimum required effort.

Helping Young People Excel
The committee recommends funding al three proposers for this service.

We have had positive experiences with Gulf Coast Trades Center and SER-Jobs for
Progress; both submitted proposals to continue and expand on what they do currently for
the Board. Dynamic Educational Systems, Inc. isafor-profit provider with a good track
record of providing services to youth in other areas of the country. DESI submitted two
proposals: onein Harris County, and one for the surrounding 12 counties.

The committee recommends reduced funding for all three bidders, but only for three
projects.

e Wewould ask DESI to work in Austin, Brazoria, Colorado, Fort Bend, Galveston,
Matagorda, Waller, and Wharton counties. We think DESI may bring some new
ideas to an area in which we struggle to be relevant in young peopl€e'slives.

e Wewould ask SER to work in Chambers, Harris, Liberty, Montgomery and
Walker counties.

e Wewould increase funding to Gulf Coast Trades Center over the current year, but
not fund at the proposed level.

We will realize about $37,000 of the savings we need to meet our expected revenue target
for 2014 through these recommendations. As always, we would negotiate funding,
service levels and service areas with these proposers before continuing.

Financial Aid Payment Office
The committee recommends funding the one proposal we received at a slightly
reduced level.

Neighborhood Centers, Inc. has operated the Workforce Solutions financia aid
payment office since itsinception. We are pleased with NCI’ s performance and
believe it has managed the system’s financial aid dollars well.

The Payment Office manages our financial aid dollars, proposed at alevel of $126
million for 2014. Thisincludes paymentsto early education/care providers;
payments to colleges, schools and universities providing education and training; and
payments to vendors providing transportation and various other kinds of support for
customers going to work or working.

Our recommendation saves $116,000 over current operations.
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Employer Service
The committee recommends funding the current contractor at essentially the same level as
the current year.

We received proposals from three bidders to provide Employer Service: Employment &
Training Centers, Inc. (ETC); Educational Data Systems, Inc. (EDSI); and Manpower
Group Public Sector, Inc.

e EDSI sent astrong proposal and had excellent references from workforce boards
in New Y ork City, Chicago, and Philadelphia. We have several concerns about
the organization’s financial stability that lead us to not recommend contracting
with it at thistime.

e Manpower is astrong company with an international presence. Unfortunately we
did not think the proposal provided sufficient detail about how Manpower would
deliver the full range of service we requested.

e ETC sproposa included additional funds to manage the job order posting and
filling function that is currently staffed in the career offices. We believe thiswork
ismore cost effective, more closely supervised, and better connected asit is
currently staffed, and do not recommend moving responsibility to Employer
Service.

ETC has developed strong relationships in our employer and economic
development communities. ETC consistently performs well on assigned special
projects, such as the Aerospace and BAE transition centers, Texas Back-to-Work,
and our on-the-job training service.

We would negotiate staffing, job duties and budget from the proposal we received, with
some savings over the current contract level to contribute toward meeting the 2014
revenue target.

Financial Aid Call Center
The committee recommends funding Interfaith to operate asingle financial aid call
center for Workforce Solutions.

Interfaith has done a good job taking over the Houston Works career office customer
requests for financial aid in addition to handling those from Interfaith-managed
offices. Interfaith has had about a year of experience already managing essentialy a
region-wide call center with high volume.

ResCare has done an acceptable job in operating acall center for its offices, however
we believe Interfaith has a stronger group of managers and isless costly. Interfaith
also has experience with high call volumes and large application volumes that
ResCare does not.
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Equipment and data management systems from both of the current call centers
remain available for use by the Board' s operators.

We are recommending committing about 11% more resources to this function than
we have contracted in the current year. Thiswould alow usto improve processing
times and service for our customers.

Career Offices
The committee recommends contracting with two of the six proposers to operate 24 local
offices.

e Toredize necessary savings, we are proposing consolidating the Hobby and
Pasadena |ocations into one office, Southeast, and moving it to a more accessible
spot on 1-45.

e Also, to realize needed savings, we are proposing ending our long-time
relationship with ResCare.

» Interfaith and Neighborhood Centers were our top scoring proposers. Overall,
their performance is superior to ResCare.

» ResCare has had continuing problems providing good customer service in the
offices it manages. Management changes have not resulted in improvement.

» ResCareisour most expensive contractor. Its current and proposed overhead
costs are higher than that of our current contractors and other proposers.

» Wewill save more than $1 million by using two contractors to perform the
system’ s magjor functions. Thiswill allow usto keep officesopeninall 13
counties and maintain financial aid support for customers at current levels.

e Our recommendations for office assignments are

Interfaith 13 offices: Columbus, Conroe, Cypress, Huntsville,
Humble, Sealy, Waller, Westheimer (Ring Library),
Willowbrook, Bay City, Katy Mills, Liberty, and
Wharton

Neighborhood Centers | 11 offices: Astrodome (Downtown Library), East End,
Northeast, Northline, Northshore, Southeast (Hobby
+Pasadena), Southwest, Baytown (Winnie), Lake
Jackson, Rosenberg, and Texas City

We would negotiate budgets and staffing levels for career office operations, and aswe
have in past consolidations, work to transition as many of the staff as want to stay in the
system when we change contractors.
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Workforce Solutions System Operations
2014 Recommendations for Funding

Current Proposed Recommend Change
Early Education & Care
Caoallaborative for Chidren 2,238,582 3,000,000 | $ 3,000,000
TAEYC 22,000 51,744 51,000

Subtotal 2,260,582 3,051,744 3,051,000 35%
Helping Young People
Gulf Coast Trades 281,250 327,405 | $ 282,000
Dynamic Education - 1,584,199 240,000
SER 558,000 1,413,442 480,000
Goodwill 198,500 - -

Subtotal 1,037,750 3,325,046 1,002,000 -3%
Financial Aid Payment Office
Neighborhood Centers 3,366,000 3283574 [ $ 3,250,000

Subtotal 3,366,000 3,283,574 3,250,000 -3%
Employer Service
ETC 5,548,538 8,330,524 | $ 5,500,000
M anpower - 5,212,548 -

EDSI - 4,996,254 -

Subtotal 5,548,538 18,539,326 5,500,000 -1%
Financial Aid Call Center
Interfaith 2,858,804 4,460,352 | $ 4,310,000
ResCare 1,011,088 4,480,025 -

Subtotal 3,869,892 8,940,377 4,310,000 11%
Career Offices
Interfaith 9,576,531 11,124,746 | $ 11,601,000
Neighborhood Centers 15,304,170 15,144,937 18,195,000
ResCare 7,229,311 16,266,486 -

KRA - 11,096,454 -
Dynanmic Workforce - 9,231,690 -
Career & Recovery Resources - 8,493,546 -

Subtotal 32,110,012 71,357,859 29,796,000 -71%
Career Offices + Call Center 35,979,904 80,298,236 34,106,000 -5%
Total System Operations $ 48,192,774 $ 46,909,000 -3%
Total Financial Aid 127,000,000 126,208,000 -1%
Total, All 175,192,774 173,117,000 -1%

Mr. Guthrie reminded the Board that this procurement is for afive year cycle which
allowsfor aninitial annual contract and up to four 1-year renewal s based on performance
and availability of funding.

Mr. Guthrie explained the entire procurement process, which is conducted according to
federal and state laws for procurements of this type, and the procedure followed by the
committee. Mr. Guthrie then confirmed that no Board member had any contact with
proposers regarding their proposal since the RFP was released and received assurances
from staff that it has confirmed or will confirm that all assurances, insurance,
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certifications and bonding required under the RFP and applicable law are or will bein
place before the contracts are final.

Several Board members had questions and discussion followed.

Mr. Guthrie asked Mr. Temple to elaborate on the recommendation regarding Career
and Recovery Resources, Inc. Mr. Temple explained when considering all proposals,
certain factors are evaluated - cost, how the proposer answered questions in the
proposal document regarding experience, expertise and how they will manage a
system as large as Gulf Coast. Mr. Temple explained that the proposal submitted by
Career and Recovery Resources did not score as well as the other proposals received.
Required forms and information was not included and items of cost did not appear to
be in concert with what was included in the RFP document, and the explanation
regarding operation of offices did it made sense to staff. In all proposals, staff looks
at discussion regarding the proposer’s mission and experience to see afit with the
Board's mission and expectations for the operation of the system.

A motion was made and seconded to accept the Procurement Committee
recommendations and to authorize staff to negotiate contracts for 2014 Workforce
Solutions system operations with organizations and in amounts not to exceed the amounts
shown on the in the table above. The motion carried.

Ramona Malone did not vote on thisitem.

Mr. Temple read the funding recommendations.

Mr. Guthrie thanked all the proposers for submitting a proposal, and the procurement
committee and staff for their hard work.

RECEIVE INFORMATION

System Performance

Mr. David Baggerly reviewed the System Performance measures for October 2012
through June 2013. These measures gauge progress toward meeting the results set out in
the Board’ s strategic plan. There are two sets of measures. one for the entire regiond
workforce system and one for the Board’ s operating affiliate, Workforce Solutions. We
report on the Workforce Solutions measures at each Board meeting.

For Workforce Solutions
More Competitive Employers —

Employers Receiving Services (Market Share) —we expected to provide services to
24,591 employers this year which is amost 18% of the 138,150 employers identified for
the Gulf Coast area. We provided services to 21,657 employers through June.
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Employer Loyalty — our performance indicates our employer customers value our services
and return to us for additional services. Of apossible 19,099 employers, 9,913 returned
to The Workforce Solutions for additional services thru June.

More and Better Jobs —

New jobs created — This information is captured quarterly and reflects atwo year average.
Customers employed by the 1% quarter after exit — Reporting for three quarters ending
June 2012, 185,303 of the 259,702 customers who exited from services were employed in
the quarter after exit.

Higher Real Incomes —

Exiters with Earnings Gains of at least 20% - Reporting for three quarters ending
December 2011, 82,041 of the 166,202 customers who exited had earnings gains of at
least 20%.

A Better Educated and Skilled Workforce —

Customers pursuing education diploma, degree or certificate who achieve one
Reporting through June 2013, 1,401 of the 3,668 customers pursuing an education
diploma, degree or certificate achieved one.

In addition to the Board’ s measures, Workforce Solutions works to meet the state’'s
expectations for performance on indicators related to the money we received from the
Texas Workforce Commission.

For the performance year that began October 1, 2012, we are meeting or exceeding the
target for six of ten measures. The four measures we are not meeting are:

e Total Job Postings Filled. The target for this measure is 32.1%. Our
performance for three quarters (1/12-9/12) was 24.2%.

e Total Education Achievement. Thetarget for thismeasureis 78.6%. Our
performance for four quarters (10/11 — 9/12) was 70.7%.

e Choices Full Work Rate. This measure looks at the percent of customers
receiving TANF benefits who are employed. The target for this measureis
43.0%. Our performance through June was 34.7%.

e Average Number of Children Served per Day (Child Care). The target for this
measure is 22,942. The average through June is 20,764. We are about 2,100
children under enrolled and are working to increase our enrollment.

We continue to work closely with our contractors to improve performance on al
measures.
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Expenditure Report

Mr. Mike Temple reviewed the Financial Status Report for the four months ending June
30, 2013. Mr. Temple explained that everything looks good. We are running alittle
ahead on a straight-line estimate for financial aid which seems to happen this time of
year, but we are not going to spend more money than the budget.

LOOK AT THE ECONOMY

Mr. Ron Borski explained that the rate of unemployment in the Houston-Sugar Land-
Baytown-Metropolitan statistical area (H-S-B MSA) rose four-tenths of a percentage
point to 6.7%. Norma as high school and college students enter the workforce in the
summer. Theloca rateislower than the state’ s 6.9% and the nation’s 7.8% rate.

The MSA managed a strong increase in June with most industry sectoring experiencing
job gains. Seasona hiring in Leisure and Hospitality accounted for the largest portion of
the increase. Strong June gains were aso found in Mining and Logging, Construction,
Financial Activities, and Professional and Business Services. Combine June's strong
gains and revision to May estimates and the MSA is now reporting 3.6% rate of job
growth compared to a 3.4% rate of job growth when we met last time. Accordingly to
seasondly adjusted data the MSA recovered al jobs lost during the recession by
November 2011 and since added another 172,200 jobs to payrolls, an increase of 6.6
percent. The U.S. is still down 1.6% needing to recover 2,154,000 jobs to reach pre-
recession levels.

OTHER BUSINESS

Mr. Temple announced promotions for David Baggerly to System Operations Manager
and Michelle Ramirez to Strategic Planning Manager.

ADJOURN

There was no further business to come before the Board, the meeting was adjourned.
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Audit/Monitoring Committee

Update for October 2013
Recent Activity

e Committee heard an update at its September 24™ meeting on reviews for SER-Jobs for
Progress and early education/care providers.

0 We are working with SER to improve record-keeping, eligibility determinations,
and some administrative functions. We ve requested SER pay back $3,775 in
disallowed costs related to several small procurements.

0 Some of theregistered family homesin our child care provider network have
asked to have use of POS terminals for the automated attendance system.
Currently only child care centers have the terminals; parents using registered
family homes telephone in their child’ s attendance on a special number. Our
providers have told us that the specia telephone number is often busy and parents
have difficulty in completing the attendance notification when bringing their
children. We're working with the state to arrange terminals for some of the busier
family homes as a pilot project.

e We' ve completed our risk assessment for the new contract year and are scheduling
quality assurance activities based on our estimates of where our greatest risksare. The
assessment has multiple factors that take into account previous difficulties (such as below
average ratings for a career office), size/scope of a unit (the Financial Aid Payment
Office handles in excess of $120 million each year and several of our offices have traffic
that exceeds 1,000 visits each during an average week), and previous disallowed costs or
other administrative findings.

Because we are going from two financial aid call centersto one, we will be focusing on
reviewing activities in the combined center. We plan at least quarterly reviews.

e Toreach our production goals on filling job openings, we are spending more time
reviewing and reporting on this function.
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Strategic Planning Committee

September 2013 Meeting

The Board' s Strategic Planning Committee met on September 18, 1013 with Carl Bowles
presiding and members Evelyn Timmins, Sarah Janes, Richard Shaw, Bill Weaver and
Mark Guthrie attending.

Michelle Ramirez presented data on services to customers with disabilities. Ms. Ramirez
discussed how the employment indicators for customers with disabilities are lower than
that for al customers, with the exception of average earnings, which is 5% higher for
customers with disabilities.

Members asked questions and discussed the potential for improving employment outcomes
for customers with disabilities by increasing awareness of high-skill, high-growth
occupations with Department of Assistive and Rehabilitative Services (DARS) and the
Department of Aging and Disability Services (DADS) local staff. Members also discussed
convening a stakeholders meeting to identify needs of customers with disabilities and
additional possible service strategies for these customers.

At its next meeting, the committee will review plans to develop better relationships with
DARS and DADS regiona staff, including finding ways to better share labor market
information, and to work with DARS, DADS and representative community-based groups
to identify needs and potential service strategies.

Chairman Bowles facilitated a discussion on pursuing aternate funding sources to advance
the Board’s mission. To further this discussion, the committee asked staff to identify
existing gaps in service to employers along with a plan to meet those needs in afee-for-
service model. Additionally, the committee asked staff to create a scope of work to provide
paid internshipsto training graduates that could be used to solicit funding from foundations
that support workforce and education initiatives.

The committee did not set a date for its next meeting, but planned to get together in
advance of the December 2013 Board meeting.
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Career Office Committee

Customer Service Award

Background

Since 2010 Workforce Solutions has recognized exemplary work by staff throughout the system
in the categories of Innovation/Initiative and Teamwork through our Honeycomb Service
Excellence Awards.

Earlier this year our Regional Management Team, comprised of contractor and Board staff,
concluded that the categories of Innovation/Initiative and Teamwork were subsets of alarger
category of Customer Service. Asaresult, the Regional Management Team identified the core
principles that we believe encompasses the standards of delivering quality customer service:

| AM Workforce Solutions to my customer

| use my customer’ s perspective to guide my work

| understand the resources available throughout our system

| can always help my customer even when | have to say “no”

| learn from my mistakes and gain a better understanding of how to help my customer

We launched afive-point campaign to share our | AM Workforce Solutions principles with the
system, which consisted of developing posters, branding supplies and resources, participating in
roundtabl e discussions with career office staff and management, sharing real scenarios for
discussion and practice, and designing a series of quizzes to strengthen understanding.

We asked our contractors to nominate those staff members who they believed best exhibited the
spirit of the | AM Workforce Solutions principles. The Regional Management Team reviewed
and scored 12 nominations and selected the following nominee to receive our first Customer
Service Award.

| AM Workforce Solutions Customer Service Award

+»+ Susan Dixon
(Employment & Training Centers)

Whether it is devel oping targeted recruitment strategies, providing industry specific
labor market information, or designing customized training solutions, our Employer
Services Division works closely with employers to help them fulfill critical business
needs.

As a Senior Business Consultant, Susan Dixon has developed key partnerships with
area businesses through her work with various chambers of commerce and economic
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development organizations. Susan’s significant contributions have helped generate
new job opportunities within the region.

Using the | AM Workforce Solutions principles to inspire her work, Susan employs
first-rate problem-solving and collaborative skills to ensure that both individuals and
employers receive superior service.
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Early Education and Care
Financial Aid Payment Policies

Background

It has been our practice in the past to not allow a network provider to charge parents the
difference between that provider’s published rate and the negotiated Workforce Solutions
reimbursement rate. We relied upon a state rule that prohibited this practice. After the last series
of amendments to the state rules governing our financial aid for child care system, the state
removed its rule governing charging the difference between the published rate and the network
rate.

Recently we' ve had several instances in which parents have been asked by providers to pay
additional fees, above the parent’ s agreed upon co-pay,

Current Situation

We recommend adopting alocal policy which prohibits the practice of charging the difference
between published rates and network rates for providers in the Workforce Solutions network.
This practice can be burdensome for parents receiving our financial assistance and may cause
them to refuse the assistance because they are unable to pay the difference.

If adopted, the policy would become part of the agreed-upon procedures in our agreement with
providers.

Action

Adopt apolicy that prohibits providers in the Workforce Solutions network from charging
parents the difference between their published rates and the negotiated network rates for early
education/care.
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Gulf Coast Workforce Board

System Performance
October 2012 to August 2013

Board Measures

These measures gauge progress toward meeting the results set out in the Board' s strategic plan. There are two sets
of measures: one for the entire regional workforce system and one for the Board' s operating affiliate, Workforce

Solutions.

We report on the Workforce Solutions measures at each Board meeting.

More Competitive Employers

sEal Annual Current Performance
Target Performance Last Year

Employers Receiving Services (Market Share)
We expect to provide services to 24,591 employers this year whichis 0 0 0
almost 18% of the 138,150 employersidentified for the Gulf Coast area. 17.8% 17.6% 17.1%
We provided services to 24,253 employers through August.

Employer Loyalty
Our performance indicates our employer customers value our services
and return to us for additional services. Of a possible 19,099 employers, 58.0% 58.1% 51.6%

11,091 returned to Workforce Solutions for additional services through
August.
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More and Better Jobs
Measure Annual Current Performance
Target Performance Last Year
New jobs created
Thisinformation is captured quarterly and reflects atwo year average. 2,200 2,796 2671
Customers employed by the 1st Qtr after exit
Reporting for four quarters ending September 2012, 255,612 of the 0 0 0
358,137 customers who exited from services were employed by the 80% 7L4% 69.9%
quarter after exit.
Higher Real Incomes
Measure Annual Current Performance
Target Performance Last Year
Exiters with Earnings Gains of at least 20%
Reporting for four quarters ending March 2012, 106,842 of the 217,147 42% 49.2% 43.9%
customers who exited had earnings gains of at least 20%.
A Better Educated Workforce
Measure Annual Current Performance
Target Performance Last Year
Customers pursuing education diploma, degree or certificate who achieve one
Reporting through August 2013, 1,638 of the 3,931 customers pursuing 37% 41.7% 31.0%
an education diploma, degree or certificate achieved one.
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Production
In addition to the Board' s measures, Workforce Solutions works to meet the state' s expectations for performance
on indicators related to the money we receive from the Texas Workforce Commission.

For the performance year that began October 1, 2012, we are meeting or exceeding the target for six of ten
measures. The four measures we are not meeting are:

e Tota Job Postings Filled. Thetarget for this measureis 32.1%. Our performance for four quarters (1/12-
12/12) is 23.2%.

e Tota Education Achievement. Thetarget for this measureis 78.6%. Our performance for four quarters
(10/11-9/12) is 71.1%.

e Choices Full Work Rate. This measure |looks at the percent of customers receiving TANF benefits who are
employed. The target for this measure is 42.8%. Our performance through August is 35.1%.

e Average Number of Children Served per Day (Child Care). Thetarget for this measureis 22,942. The
average through August is 21,382. We are about 1,500 children under enrolled and are working to increase
our enrollment through September.

We continue to work closely with our contractors to improve performance on all measures.



GULF COAST WORKFORCE DEVELOPMENT BOARD

FINANCIAL STATUS REPORT ANNUAL BUDGET ACTUAL DOLLAR

For the Eight Months Ended August 31, 2013 BUDGET YEAR TO DATE = YEAR TO DATE VARIANCE

WORKFORCE REVENUES

WORKFORCE REVENUES 174,555,600 116,588,200 87,261,069 29,327,131

WORKFORCE EXPENDITURES

BOARD ADMINSTRATION 4,270,128 2,846,752 2,689,477 157,275

SYSTEM IT 759,648 506,432 164,512 341,920

EMPLOYER SERVICES 6,373,402 4,248,935 3,679,053 569,882

RESIDENT SERVICES 163,152,422 108,986,081 111,742,769 (2,756,688)
OFFICE OPERATIONS 42,320,985 28,213,990 26,521,348 1,692,642
FINANCIAL AID 119,851,337 79,900,891 84,844,643 (4,943,752)
SPECIAL PROJECTS 980,100 871,200 376,778 494,422

TOTAL WORKFORCE EXPENDITURES 174,555,600 116,588,200 118,275,811 (1,687,611)

VARIANCE ANALYSIS

Note: Except for Special Projects that are currently funded through September 30, 2012, the "Budget Year to Date" column reflects straight:
line estimate of expenditures for the twelve-month period, assuming equal expenditures every month in order to fully expend the budget in
a year. The Special Projects budget is a straight-line estimate of the budget over the nine month period January to September 2013.



Workforce Solutions

Labor Market Information

AUGUST 2013 Employment Data

HOUSTON-SUGAR LAND-BAYTOWN METROPOLITAN STATISTICAL AREA (H-S-B MSA)

Visit our website at www.wtksolutions.com

THE RATE OF UNEMPLOYMENT IN THE HOUSTON-SUGAR LAND-BAYTOWN
METROPOLITAN STATISTICAL AREA (H-S-B MSA) DROPPED FOUR-TENTHS OF A
PERCENTAGE POINT TO 6.1 PERCENT IN AUGUST. Since August 2012 the civilian labor
force increased by 69,621 and the number of those employed increased by 89,038 helping drive
down the unemployment rate to its lowest level since December 2008.

AUG 2013 JUL 2013 AUG 2012
Civilian Labor Force 3,105,816 3,128,287 3,036,195
Total Employment 2,916,232 2,925,634 2,827,194
Unemployed 189,584 202,653 209,001
Unemployment Rate 6.1% 6.5% 6.9%

The current 6.1 percent rate is eight-tenths of a percentage point lower than it was one year earlier
and lower than both the state’s 6.3 percent rate and the nation’s 7.3 percent rate, see figure 1.

Figure 1. Unemployment Rate Actual
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THE HOUSTON-SUGAR LAND-BAYTOWN MSA REPORTED A LOSS OF 6,100 JOBS IN
AUGUST, DOWN 0.2 PERCENT. This was the first time the H-S-B MSA reported a loss for the
month of August since 2009. The majority of this month’s decline was found in Local Government
Educational Services where educational institutions reduced payrolls for the summer. Several private
sector areas also incurred losses including Other Services, Construction, Manufacturing, and
Financial Activities. Largest private sector increases this month were in Mining and Logging, Retail
Trade, Architectural and Engineering Related Services, Employment Services and Ambulatory
Healthcare Services.



THE PACE OF JOB GROWTH IN THE HOUSTON-SUGAR LAND-BAYTOWN MSA
SLOWED IN AUGUST TO 3.0 PERCENT, UP 80,700 JOBS OVER THE YEAR. Last year at
this time the H-S-B MSA saw payrolls increase by 51,000 jobs year-to-date compared to this year’s
increase of 26,000 jobs. Further reducing the pace of job growth was a much steeper seasonal
decline in education. Look for a rise in educational employment in September as the new school year
gets rolling and a possible revision to August estimates which would improve the overall pace of job
growth. As it stands, the 3.0 percent pace of job growth in the H-S-B MSA remains healthy and
much stronger than the nation’s 1.7 percent, see figure 2. Nearly all major sectors were reporting
over-the-year job gains. Strongest growth was in Mining and Logging, Construction, Machinery
Manufacturing, Wholesale-Durable Goods, Architectural Engineering and Related Services,
Employment Services, Ambulatory Health Care Services (where employment in all types of medical
offices is found), and Leisure and Hospitality. The only super sector reporting a loss was Other
Services. The pace of job growth in Government was down significantly in August due to the
steeper than normal seasonal declines in Local Government Educational Services.

Detailed data can be viewed on pages 7 and 8.

Figure 2. Current Employment Statistics
Actual Over-The-Year Increase/Decrease
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Seasonally adjusted data for the H-S-B MSA and U.S. seen in figure 4 provides an additional view of
employment removing the erratic seasonal movement. The H-S-B MSA recovered all jobs lost since
the beginning of the recession by November 2011 and has since added 175,500 jobs to payrolls, an
increase of 6.7 percent. Employment for the U.S. is still down 1.4 percent needing to recover
1,923,000 jobs to reach pre-recession levels.

Additional details by super sector are provided beginning on page 4.



Figure 3. Total Non-farm Employment-Actual
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DETAILS BY SUPER SECTOR

Mining and Logging added 1,000 jobs to payrolls in August, up 0.9 percent, and is up 6,200 jobs
or 6.0 percent over the year. Although Mining and Logging is not expanding at the rapid pace seen
in 2011 and 2012, it continues to reach new highs with employment nearly doubling over the last ten
years to more than 109,000. Job growth has been in both Oil and Gas Extraction, up 3,900 jobs or
7.1 percent, and Support Activities for Mining, up 1,900 jobs or 4.0 percent. The average U. S. rig
count was up by 15 in August to 1,781 and down 113 from August 2012. Oil directed drilling
continues to account for the majority of all drilling. Drilling in the Permian Basin and Eagle Ford
Shale regions have helped make Texas a major player in the U.S. accounting for one-fourth of all rig
activity. U.S. crude oil production has reached its highest levels in more than 20 years recently
producing more than 7.5 million barrels of oil per day.

Construction experienced a loss of 1,100 jobs in August, down 0.6 percent. Most of the decline was
in Heavy and Civil Engineering Construction, down 1,000 jobs. The pace of over-the-year job
growth in Construction fell in August but remains healthy at 4.5 percent, an increase of 8,200 jobs.
Job growth is strong in Construction of Buildings, up 4,200 jobs or 9.2 percent. Job growth in
Construction of Buildings, where new home construction is found, is being driven by a strong
economy and a population growth rate that is more than double the nation’s. Heavy and Civil
Engineering Construction was up 1,400 jobs or 3.1 percent over the year with the pace of job
growth falling significantly from 7.9 in July as a result of this month’s loss. Specialty Trade
Contractors was up 2,600 jobs or 2.9 percent over the year. The outlook for construction as a whole
remains positive for 2013.

Manufacturing reduced payrolls by 700 jobs in August, down 0.3 percent. All of the loss was in
the Durable Goods sector, down 800 jobs or 0.5 percent. Manufacturing added 5,900 jobs over the
year, up 2.4 percent, with the pace of job growth less than half of what it was at the beginning of the
year. Most of the increase has been in Durable Goods Manufacturing where many companies that
support the energy sector are found. Strongest growth has been in Machinery Manufacturing, up
4,500 jobs or 8.3 percent, and Fabricated Metal Product Manufacturing, up 1,600 jobs or 2.8
percent. Computer and Electronic Product Manufacturing posted the only decline, down 400 jobs
or 2.1 percent. Nondurable Goods Manufacturing was reporting a slight increase of 300 jobs over
the year. The Houston Purchasing Managers Index rose to 58 percent in August indicating a more
positive outlook in the months ahead. Any index over 50 indicates production gains over the near
term. While the pace of hiring at manufacturers has slowed, the labor market for skilled workers is
tight with manufacturers competing with each other by offering higher salaries.

Trade Transportation & Utilities added 1,500 jobs in August, up 0.3 percent. The increase was
driven by gains in Retail Trade as employers boosted payrolls to handle back-to-school sales, up
1,300 jobs or 0.5 percent. The Trade Transportation & Ultilities super sector was up 19,200 jobs or
3.5 percent over the year, down from 4.0 percent in July. Retail Trade accounted for nearly half of
the increase with payrolls up 9,100 jobs or 3.3 percent over the year. Wholesale Trade was up 5,900
jobs or 4.0 percent over the year. Transportation, Warehousing and Utilities was up 4,200 jobs or 3.3
percent over the year with the pace of job growth slowing from 3.7 percent in the previous month.
The area of job growth that continues to stand out in Transportation, Warehousing, and Ultilities is
Truck Transportation, up 1,200 jobs or 5.0 percent, where demand has been strong due to energy
related activity in the region. Utilities and Air Transportation were reporting a combined loss of 800

jobs.



Figure 5. Houston-Sugar Land-Baytown MSA
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Information reported a slight loss of 100 jobs in August but job growth remains positive with
payrolls up 900 jobs or 2.8 percent over the year. About half of the MSA’s employment in
information resides in telecommunications with the remainder found in newspaper and periodical
publishing, software publishing, motion picture and sound recording, and data processing hosting
and related services.

Financial Activities experienced a loss of 1,300 jobs over the month, down 0.9 percent. This
month’s loss was found across the entire super sector with Finance and Insurance down 1,100 jobs
or 1.2 percent and Real Estate and Rental and Leasing down 200 jobs or 0.4 percent. The pace of
over-the-year job growth in the super sector fell to 1.8 percent as a result this month’s decline, an
increase of 2,600 jobs. More than half of the increase was in Finance and Insurance, up 1,500 jobs or
1.7 percent. Real Estate and Rental and Leasing added 1,100 jobs over the year, up 2.2 percent. An
improving housing market and strong energy activity has been driving activity in the Financial
Activities super sector. The outlook for Financial Activities remains positive for 2013 although
recent increases in interest rates have caused some concern of softness in the lending market.

Professional and Business Services added 2,800 jobs to payrolls in August, up 0.7 percent. The
super sector continues to add jobs but not at the rapid pace seen in 2011 and 2012, currently up
12,000 jobs or 2.9 percent from last August. More than half of the increase was in Employment
Services where staffing firms are found, up 6,300 jobs or 8.4 percent. Reports from staffing firms
have recently been mixed with some reporting strong direct hiring, especially in engineering and
healthcare, and others reporting declines in hiring in manufacturing and logistics. Architectural,
Engineering, and Related Services is the other large contributor to job growth in the super sector
reporting a strong increase of 5,200 jobs over the year, up 7.8 percent.



Education and Health Services added 1,800 jobs to payrolls in August, up 0.5 percent. Job gains
were across the board but the largest increase was in Ambulatory Health Care Services, where
employment in all types of medical offices is found, up 3,000 jobs or 2.1 percent. The super sector
was added 13,400 jobs over the year, up 4.1 percent. Most of the increase was in Ambulatory
Healthcare Services, up 11,300 jobs or 8.4 percent. Hospitals added 3,100 jobs over the year, up 4.1
percent. Educational Services reported a more moderate pace of job growth, up 1,100 jobs or 2.4
percent. An aging population and a population growth rate that more than doubles that of the
nation is responsible for growth in the super sector.

Leisure and Hospitality added 500 jobs in August as a result of hiring at Food Services and
drinking places. The super sector continues to report healthy job gains adding 14,900 jobs over the
year, up 5.7 percent. Most of the job growth has been in Food Services and Drinking Places, up
12,800 jobs or 6.1 percent. Accommodations, where hotels are found, have been benefitting from
robust business activity reporting an increase of 900 jobs over the year, up 4.0 percent. Arts,
Entertainment, and Recreation was also reporting health job growth adding 1,200 jobs over the year,
up 4.1 percent. Population growth continues to drive demand in the Leisure and Hospitality super
sectof.

Other Services suffered a loss for the second consecutive month, down 1,700 jobs or 1.8 percent.
This was the largest one month decline since September 2008. Other Services is the only super
sector reporting an over-the-year loss, down 3,000 jobs or 3.1 percent. Other Services includes, as a
partial list, industries such as various repair services, personal care services, dry cleaning and laundry
services, and religious and social advocacy organizations.

Government reported a loss of 8,800 jobs in August, down 2.5 percent. This was the largest August
loss on record according to data dating back to 1990. Seasonal declines in Local Government
Educational Services were primarily responsible for the decline, down 7,300 jobs or 4.2 percent, as
educational institutions continued to trim payrolls for the summer. This was the largest seasonal
decline in Local Government Educational Services for the month of August on record nearly
tripling last year’s reduction of 2,600 jobs. The pace of job growth suffered as a result with
Government reporting an increase of only 400 jobs over the year. All of the increase was in State
Government, up 500 jobs or 0.7 percent. Local Government was reporting a slight loss of 100 jobs
as a result of this month’s decline.



NONAGRICULTURAL EMPLOYMENT Month Change Year Change

ouston-Suiar Land-Baitown MSA AUG 2013 Net Percent Net Percent

Total Private 2,435,600 2,700 0.1% 80,300 3.4%
Goods Produdng 549,000 -800 -0.1% 20,300 3.8%
Mingadloging A0an oo 0% 60 6%
..Oil and Gas Extraction 58,700 700 1.2% 3,900 7.1%
.Support Activities for Mining 48,900 0.4% 1,900 4.0%
o mae am oee am am
..Construction of Buildings 49,700 -100 -0.2% 4,200 9.2%
..Heavy and Civil Engineering Construction 46,600 -1,000 -2.1% 1,400 3.1%
..Spedalty Trade Contractors 92,200 0.0% 2,600 2.9%
g mme aw am w2
..Durable Goods 171,200 -800 -0.5% 5,600 3.4%
...Fabricated Metal Product Manufacturing 58,600 -200 -0.3% 1,600 2.8%
...Machinety Manufactuting 58,800 300 0.5% 4,500 8.3%
...Agriaulture, Construction, and Mining Machinery Manufacturing 42,900 -100 -0.2% 2,100 5.1%
...Computer and Electronic Product Manufacturing 18,800 0 0.0% -400 -2.1%
.Non-Dutrable Goods 80,100 100 0.1% 300 0.4%
...Petroleum and Coal Products Manufacturing 12,600 200 1.6% 300 2.4%
...Chemical Manufacturing 35,700 -100 -0.3% 500 1.4%
Service Providing 2,232,300 -5,300 -0.2% 60,400 2.8%
.Private Service Providing 1,886,600 3,500 0.2% 60,000 3.3%
—
...Wholesale Trade 151,800 0.0% 5,900 4.0%
....Merchant Wholesalers, Durable Goods 89,700 -200 -0.2% 3,500 4.1%
..... Professional and Commerdal Equipment and Supplies Merchant 10,600 0 0.0% 100 1.0%
... Merchant Wholesalers, Nondurable Goods 41,000 100 0.2% 300 0.7%
...Retail Trade 285,900 1,300 0.5% 9,100 3.3%
...Motot Vehide and Parts Dealers 35,600 0 0.0% 700 2.0%
....Building Material and Garden Equipment and Supplies Dealers 20,100 100 0.5% 1,100 5.8%
....Food and Beverage Stores 58,800 500 0.9% 1,000 1.7%
....Health and Personal Care Stores 16,700 -100 -0.6% 100 0.6%
....Clothing and Clothing Acessories Stores 33,000 1,100 3.4% 1,000 3.1%
....General Merchandise Stores 60,200 -200 -0.3% -500 -0.8%
..... Department Stores 22,800 200 0.9% -200 -0.9%
..... Other General Merchandise Stores 37,400 -400 -1.1% -300 -0.8%
... Transportation, Warehousing, and Utilities 133,300 200 0.2% 4,200 3.3%
....Utilities 16,000 -100 -0.6% -300 -1.8%
..... Air Transportation 22,100 100 0.5% -500 -2.2%
..... Truck Transportation 25,400 300 1.2% 1,200 5.0%
..... Pipeline Transportation 10,700 100 0.9% 300 2.9%
...Telecommunications 15,500 100 0.6% 400 2.6%
SFmndl Adivides 13400 30 0% 200 L%
...Finance and Insurance 91,400 -1,100 -1.2% 1,500 1.7%
....Credit Intermediation and Related Activities 43,200 -400 -0.9% 200 0.5%
..... Depository Credit Intermediation 29,600 -300 -1.0% 100 0.3%
....Seaurities, Commodity Contracts, and Other Finandal
Investments and Related Activities 13,600 -100 -0.7% 100 0.7%
...Insurance Carriers and Related Activities 29,600 -100 -0.3% 100 0.3%

...Real Estate and Rental and Leasing 52,000 -200 -0.4% 1,100 2.2%



NONAGRICULTURAL EMPLOYMENT

Month Change

Houston-Suiar Land-Baitown MSA AUG 2013 Net Percent Net Percent

Year Change

...Professional, Sdentific, and Technical Services 200,900 2,200 1.1% 5,100 2.6%
....Legal Services 24,200 -100 -0.4% 200 0.8%
....Aaounting, Tax Preparation, Bookkeeping, and Payroll Services 19,200 100 0.5% 0 0.0%
....Architectural, Engineering, and Related Setvices 72,200 500 0.7% 5,200 7.8%
....Computer Systems Design and Related Services 27,800 300 1.1% 800 3.0%
...Management of Companies and Enterprises 23,900 100 0.4% 1,100 4.8%
...Administrative and Support and Waste Management and
Remediation Services 202,200 500 0.2% 5,800 3.0%
....Administrative and Support Services 193,300 500 0.3% 6,000 3.2%
..... Employment Services 81,300 900 1.1% 6,300 8.4%
..... Services to Buildings and Dwellings 46,500 0.2% 0.9%

...Eduational Services 47,000 700 1.5% 1,100 2.4%
...Health Care and Sodal Assistance 295,300 1,100 0.4% 12,300 4.3%
....Ambulatory Health Care Services 145,800 3,000 2.1% 11,300 8.4%

....Hospitals 78,100 0.4% 3,100 4.1%

...Arts, Entertainment, and Recreation 30,600 -600 -1.9% 1,200 4.1%
...Acommodation and Food Services 245,900 1,100 0.4% 13,700 5.9%
....Acommodation 23,200 -200 -0.9% 900 4.0%
...Food Services and Drinking Places 222,700 1,300 0.6% 12,800 6.1%

.Federal Government 27,200 -600 -2.2% 0 0.0%
.State Government 69,100 0 0.0% 500 0.7%
..State Government Educational Services 36,500 0 0.0% -100 -0.3%
Locl Government 249,400 -8,200 -3.2% -100 0.0%
..Loal Government Eduational Services 166,600 -7,300 -4.2% -800 -0.5%
UNEMPLOYMENT RATE AUG 2013 JUL 2013 AUG 2012
H-S-B MSA 6.1 6.5 6.9
Texas (Actual) 6.3 6.7 6.9
United States (Actual) 7.3 7.7 8.2

Houston-Sugar Land-Baytown MSA: Includes Austin, Brazoria, Chambers, Ft. Bend, Galveston, Harris, Liberty, Montgomery, and San Jacinto &

Waller Counties.

Houston-Baytown-Sugar Land MSA CES data series are benchmarked to March 2012 levels and are estimated by the U.S. Department

of Labor, Bureau of Labor Statistics. All Data is Subject To Revision.

Sources: U.S. Department of Labor, BLS, Texas Workforce Commission, Baker Hughes Incorporated, Kiley Advisors, Metrostudy, and
The Federal Reserve Bank of Dallas.
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