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FLEET / ASSET MANAGEMENT

Leadership:
DOAS Commissioner
Background and findings:
The level of automated tracking and management of fleets varied widely from agency to agency
o0 There was no central accounting for the fleet
0 Several agencies’ fleet levels exceeded the OPB authorized level
0 Most recent and most accurate count was through a physical audit
o With central tracking, the state can make efficient use of its vehicles
Vehicles assigned to agency heads were often not fully utilized.
o0 Most, but not all agency heads, were assigned a vehicle

o0 Many agencies were not required to report on the management and usage of their
vehicles

o0 In many cases these vehicles were driven less than 13,500 miles per year — the
recommended level to justify purchase of a vehicle rather than mileage reimbursements

0 The State could reduce its annual vehicle purchases and save on maintenance if
underutilized vehicles were not in the fleet

o0 This practice is consistent with the exception provided in statewide policy for agency
heads to be assigned a vehicle

Some employees use assigned cars for commuting
The state had 4,500 individually assigned cars
Audit of mileage usage was done at the agency level with little or no central guidance

A review of the annual MV-1 forms on these cars indicated that the commuting miles on a
number of these cars exceeds the business miles

1,427 vehicles did not make 14,000-mile threshold

Assigned cars should be used primarily for business purposes and should obtain close to
14,000 miles per year to justify purchase rather than mileage reimbursement

o0 Many car assignments are assumed to be attached to a position
Contracts and Policies

0 There was an existing vehicle procurement contract for the state, but its usage was not
enforced.

0 Some departments utilized a vehicle maintenance service vendor with national contracts
to help monitor and control their maintenance costs, but some departments managed
these services using local vendors.

o0 The use of Wright Express for fuel purchases was improving, and this service has proven
to be beneficial for controlling cost and vehicle usage.

Other States and the Private Sector

o Many other States such as Utah, Michigan, South Carolina, Minnesota, and Ohio have
Fleet Management Systems in place.

o Utah has been recognized as the leader in State Fleet Management and has reduced its
cost per vehicle, attributing this to the systens and controls implemented.

CNG Recommendations:
Administrative Services Task Force:



o Implement a statewide asset management program to better track and monitor the state’s
assets

Fleet Management Task Force:
o Broaden the use of existing Fleet Management system to all agencies

o Track vehicle operating and ownership costs to determine all costs associated with
vehicles to make better decisions about buying and selling state vehicles.

Space Management Task Force:
o Gather and maintain current information on all real estate.
Other:
o Centralize fleet management activities, and develop a five-year business plan.

o Change and enforce vehicle assignment and commuting policy so the State can more
efficiently use its existing vehicles.

Governor's Actions:

On January 25, 2005 Governor Perdue issued an Executive Order directing certain activities in
support of his fleet initiative. The executive order:

o Established the Office of Fleet Management and assigned responsibilities.

o Directed agencies to identify vehicle needs, purchase and manage vehicles in
compliance with policies, report information as directed.

o Directed the immediate completion of an enterprise-wide inventory of state vehicles and
the longer-term implementation of a fleet management system to determine total cost of
ownership of vehicles.

o Directed policy changes related to the assignment of vehicles to agency heads, first
responders, on-call status, and law enforcement exceptions.

o Ordered a review of individual assignments and fleets to ensure compliance with new
policies and identification and disposal of all underutilized vehicles.

o Directed agencies to transfer all motor pool vehicles on Capitol Hill to DOAS.
Desired Outcomes:

Reduce operating costs through better management of maintenance, acquisition utilization, and
disposal of assets.

0 Reduce commuting mileage by a minimum of 25%

0 Reduce the state fleet by 2,000 cars and subsequently realize proceeds from disposal of
$2,500,000 and cost savings of $4,250,000.

o Demonstrate an annual cost savings through better enforcement of policies and
management of maintenance, utilization, and disposal. Annual savings of $3,000,000 are
expected to result from these actions.

Implementation Progress:

The Commission for a New Georgia (CNG) Task Force on Fleet Management concluded the state had no
central tracking system, no measurement of statewide fleet utilization, no way to determine annual
operation costs by vehicle type, the average vehicle was 8.5 years old with 60% of the fleet over 6 years
old, employees had excessive commuting miles and there was no consistent and efficient approach in
managing the state’s vehicles. As a result of the study, 4 key recommendations were presented by the
Task Force.

Implement a fleet system across all agencies

Evaluate total cost of vehicle ownership
Centralize authority to DOAS Office of Fleet Management
Modify and enforce vehicle assignment and commuting policy

The State has approximately 20,000 vehicles with a replacement backlog exceeding $390 million dollars
based on industry age and miles.



Since the CNG Task Force on Fleet Management was concluded, many successful initiatives have been
implemented to improve the state’s management of state owned vehicles.

December 2004: Governor ordered reduction of 2,100 state vehicles targeting those less than
6,000 miles per annum.

January 2005: Governor issued Executive Order requiring DOAS to implement the Commission
for a New Georgia recommendations.

March 2005: Legislature amended statute giving the Office of Planning and Budget (OPB) policy
making authority over the state’s motor vehicles governing the acquisition, utilization,
maintenance, repair, and replacement of the state’s motor vehicles.

September 2005: OPB and DOAS jointly issued Policy #10 which provides state fleet guidelines
and minimum policy requirements for the state agencies to manage the use of fleet vehicles.

August 2006: Outsourced Capitol Hill Motor Pool operation to Enterprise Rent-a-car providing
greater flexibility to access short-term transportation solutions using over 200 locations across the
state.

August 2007: Implementation of the statewide vehicle data repository system — Vehicle
Information Tracking And Logistics (VITAL).

February 2008: OFM released the revised Georgia Fleet Management Manual which had not
been updated in 22 years.

July 2008: Centralized State Accounting Office fleet IT group with DOAS OFM creating one
unified fleet staff with enhanced synergies.

November 2008: DOAS hired veteran fleet management professional with 30+ years of
experience (11 years as the State of Utah’s Fleet Director) to bring best practices and expertise
to the State of Georgia.

December 2008: OFM introduced a new program to improve the importance of data accuracy
with the “Accurate Mileage is the lifeblood of Great Fleet Management program” which proactively
analyzes data, increases accountability and distributes “Bottom Ten” lists of agency vehicle
odometer errors for correction.

January 2009: Developed a standard set of core “Fleet Metrics” used to closely monitor data
collection progress and compare state fleet operations to known industry benchmarks.

February 2009: OFM introduced an enhanced education and communication program to
proactively inform state fleet coordinators. The program consists of quarterly newsletter, fleet
advisory meetings, and education instruction program in best fleet practices.

April 2009: Introduced statewide data collection processes to assist agencies with qualitative data
processes to measure fleet performance, establish metrics and scorecards create agency
profiles, and benchmark the state’s fleet operation against industry established best practices.

May 2009: Partnered with leasing company to engage in a pilot program designed to lower total
operating costs, improve reliability, enhance operator safety and productivity, reduce state’s
carbon footprint, and eliminate underutilized vehicles to reduce the overall size of the fleet.

June 2009: OFM accomplished its goal to increase participation on the Automotive Resources
International maintenance management program which reduces administrative costs associated
with managing repairs.

July 2009: DOAS received its annual report from its maintenance management contractor
demonstrating program’s viability showing annual repair cost avoidance averaging $100 annually
per vehicle. In addition, despite the increasing age of the state fleet the average cost to maintain
a state vehicle remains steady the past five years.

September 2009: DOAS renegotiated its contract with the state’s maintenance management
vendor reducing program administrative expenses by over 20 percent.

October 2009: Presented draft of the “Comprehensive Fleet Improvement Plan” to Governor’s
office for review and approval. Plan increase focus on efficient state vehicle utilization to reduce
fleet size and costs.



December 2009: Implemented analytical scorecards to quantify agency fleet data and establish
statewide baselines for continuous improvement. This data is published in the 2009 Fleet
Almanac and provided to stakeholders.

January 2010: DOAS divisions’ of purchasing and fleet partnered together to roll out guidelines
and standards with much tighter controls statewide governing agency vehicle fuel purchasing.
These standards include individual profiles for specific vehicle types lessening the incident of
potential fraud and misuse.

In an effort to improve the ability to better manage and understand fleet operations for agencies, OFM
and OPB, numerous proactive programs have been implemented.

Utilization of “Vehicle Request” approval process as a data compliance measurement analyzing
fleet data as a basis for recommendations to OPB.

Utilization of DOAS’ “MV-1" system which provides an online portal to effectively track state
agency vehicle assignments and take-home (commute) approvals to effectively monitor and
manage assigned vehicles for OPB approval.

Implementation of “Accurate Mileage is the Lifeblood of Great Fleet Management” program
engaging agencies in the importance of accurate mileage in properly managing the fleet.

Development of tools, agency profiles and scorecards providing visual and graphical measures
showing compliance with best practices, policies and procedures.

Monitoring of established vehicle allocation count standards.

Statewide outsourcing of the state’s motor pool (Enterprise), maintenance management (ARI) to
leverage efficiencies and lower costs through increased economies of scale, and fuel network
(Wright Express — WEX) offering expert repair and fuel services, reducing fraud, administration
costs and electronically capturing vehicle data from the vendors.

“Report My Driving” program proactively identifying driver behavior and reducing vehicle accident
costs and liability exposure.

“Decision Matrix” to aid agencies with best solutions for transportation alternatives (e.g. purchase,
lease, rent pooling, POV, etc.) based on mileage in a given year.

Partnership with Enterprise to introduce a pilot program to provide agencies with an option to
leverage limited capital budget dollars to acquire “short-term” vehicle leases vs. purchasing a new
vehicle.

As a result of the tools provided, the state is now in a position to create scorecards and analytical data to
better understand the current condition and costs of the state’s fleet. In 2009 agencies entered about
$35.6 million dollars in vehicle operating costs into the VITAL system. The current data represents about
83 percent of the fuel and 61 percent of the repair costs. VITAL shows vehicles operated about 217
million miles.

At the conclusion of fiscal year 2009, the average age of the state fleet had increased to 10.7 years and
about 110,000 miles per vehicle. VITAL contains 99 percent of the state’s vehicle inventory information
however not all agencies enter maintenance data into the system. At present, the state continues to
operate multiple enterprise fleet management information systems. This will need to be addressed to
centralize all fleet data into a single repository in the near future. The largest independent fleet system is
operated by GDOT to manage its 4,100 plus fleet which represents about 20 percent of the missing fuel
and repair cost data. With the information in VITAL, OFM now leverages best practices. Scorecards are
generated for each agency with specific plans developed based on the agency’s business needs. These
efforts to proactively monitor fleet activities, collect and analyze fleet data, and employ best practices are
positioning the state to make appropriate business-case decisions to improve, reduce and manage a
more efficient fleet operation.

The management of the state’s fleet has made great strides and improvement since the implementation
of the CNG recommendations. To continue to move forward, OFM is requesting executive approval of an
overall state fleet management plan to include best practice options for agencies which would assist in
reducing the replacement backlog. OFM also is requesting legislative changes to move to a more
centralized managed fleet operation.



HUMAN RESOURCES/ LEADERSHIP DEVELOPMENT

Leadership:
SPA, Commissioner
Background and findings:

A healthy, growing, educated, safe, and best managed state will be achieved to the fullest extent
when leaders at all levels of state government demonstrate behaviors and decisions that are
principle-centered, customer- focused, and results-driven.

Capable leaders, a consistent vision, and a deliberate succession planning are proven methods
of increasing and sustaining performance, retaining valuable employees, and improving job
satisfaction.

Approximately 21% of managers in state government are within five years of retirement.
CNG Recommendations:
Administrative Services Task Force Recommendation

o Consolidate Human Resource activities that are common to all State organizations, and
allow agencies to continue to perform HR functions that are specific to each agency.

Leadership Development Task Force Recommendations
o Establish a core executive leadership program for state government employees.
Governor’s Actions:

Governor Perdue pursued a Human Resources initiative with the purpose of redefining the state’s
personnel system and the role of GMS within that system. He also began the Georgia
Leadership Institute to develop additional “bench strength” in state government and prepare
leaders for the challenges facing the state.

On July 16, 2005 the Governor issued an Executive Order creating the Leadership Development
Advisory Council responsible for the policies and design of the Georgia Leadership Institute.

On January 25, 2006 Governor Perdue hosted the first Georgia Leadership Summit to begin the
Georgia Leadership Institute.

Desired Outcomes:

Achieve a HR staff to employee ratio of 11:5 to 1000 or less by July 1, 2007 which will generate
an estimated savings of $4.7 million.

Establish a community of leaders prepared to address the challenges of state government.
Implementation Progress:
Governance/ Accountability:
o Georgia Leadership Institute formed
o Leadership Development Advisory Council created to form policies and design of GLI

o Legislation was introduced to give the State Personnel Administration authority over all
employees. The bill did not pass in the 2007 legislative session.

Data Systems:
o Purchased and currently installing PeopleSoft human resources modules.
Policy/ Process Improvements:
o HR policy revisions & analyses — ongoing effort for upcoming legislative session
o Agency work-teams on 7 policy areas
Service Delivery

o Georgia Leadership Institute is providing leadership classes to executive and middle
manager levels. Additional classes for supervisors and pre-supervisory levels will come
soon.
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Desired Outcomes:

o HR Policy Revisions - Study and develop statewide policies/guidelines and best
practices, leading to a consistent application of and compliance with rules.

o Job Classification Study — Establish a career banding systems by defining a simpler,
uniform job classification system with career paths and compensation guidelines for
targeted jobs.

o HR Staffing Analysis — Analyze current HR staffing usage and recommend potential for
reduction, consolidation and/or outsourcing options

Training — Train agency HR staff on new policies, procedures, and best practices.

o PSHR Upgrade/Expansion - Expand system functionality by activating the HR
competency development modules for career banding and evaluate Performance Lite
and Succession Planning modules.

Curriculum Description for Executive Leadership Dev elopment Program (ELDP)

The Georgia ELDP is a one-of-a-kind program in the United States. While other states may engage in
various elements of the ELDP, no other state has made such a rigorous and intensive commitment to its
high potential employees.

The ELDP curriculum is anchored in three core elements:

1. Comprehensive assessment
2. Individual coaching
3. A challenge-centered leadership development process

Assessment

Each ELDP participant completes an all-inclusive battery of assessments that provide insights into their
leadership behavior and potential.

1. 360 degree feedback instrument — provides feedback from managers, peers, and subordinates on the
relative strengths and weaknesses of each participant based on core competencies

2. Hogan Assessment — provides feedback on leadership and personality preferences, potential career
derailers, and intrinsic values

3. Career Achievement Record — A participant self-report of his/her career history, career aspirations
and development needs

4. Manager Evaluation Form — Manager’s assessment of the participant’s potential to perform effectively
in a larger role and the department areas he/she should focus on to drive success

5. Decision Styles Instrument — Provides participant and coach with predictive information regarding
ability to engage in executive level work

6. Assessment Simulation — Provides coaches the opportunity to observe participants in high-stress
situation

Coaching

Each participant has their own individual coach who works with them for the duration of the program
cycle. Coaches are selected based on experience and maturity. Coaches are responsible for guiding
each participant through the feedback they receive and for assisting them in the completion of an
individual development plan. Coaches also assist participants in their leadership challenge, which is
outlined below.

Challenge Centered Leadership Development

In traditional leadership development approaches, participants are exposed to a body of material
regarding various aspects of leadership. In the ELDP, however, leadership learning takes place in the
context of an agency challenge that each participant is responsible for addressing. The expectation is that
they will perform in the “CEO role” in order to successfully address their challenge. Over the course of
several months, participants meet for “just in time” learning and coaching that is appropriate to their
progress against the challenge. Peer feedback, large group sessions, and individual coaching are
employed as learning tools for the participants. Participants read “Make Success Measureable” and “The
Discipline of Teams”.

They also receive information in the following subject areas:
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Self Performance -+ Innovation
Leadership Styles and Influence - Negotiation

Leading and Managing Change - Strategy

Alliances and Collaboration - Using Stories to Drive

Reengineering Work and Jobs Change

Performance Disciplines for Small Groups Early Wins/Momentum

Government in a World of Markets, Networks, and Performance Management
Organizations - Media Relations

Prior to 2009, the Georgia Leadership Institute - established based on the recommendations of
the Commission for a New Georgia — offered the Executive Leadership Program which focused
on developing the executive team in our state agencies. This development was designed for the
agency head and their direct reports, was short in duration and covered primarily team building
exercises.

As the vast majority of agencies completed the program, we turned our focus and resources on
developing the state’s high potential individuals. The Executive Leadership Development
Program (ELDP) was designed to prepare this group of high potentials to successfully take on the
responsibilities and challenges faced in an Agency Head or Commissioner role.

The foundation of this program is the Leadership Success Profile. This profile is the summation of
key attributes that portray successful leadership of a state agency. Initially, the program focuses
on several in-depth assessments which also capture feedback from peers, managers and direct
reports.

The development phase of ELDP is a rigorous challenge centric program which provides them
the experience required and sharpens the skills necessary to lead a state agency.

This challenge centered development forces the participants to execute one of their agency’s top
strategic challenges. The challenge develops the participant by ensuring the individual drives for
results that are dependent on individuals outside their sphere of influence. We provide them with
external coaches and internal agency head mentors to assist the participant in accomplishing the
challenge.

In March of 2009, we started the first cycle of this program with 32 participants that were selected
by agency heads and vetted through the office of the Governor. The second cycle has just kicked
off with an additional 28 leaders. There will be a 3" cycle in Fiscal Year 2011. Each cycle formal
assessment and development is approximately 12 months in duration; however their
development is further extended by informal networking and sessions.

The challenge projects designed by the participants in the first group are already producing
tangible results which are moving Georgia one step closer to Governor Purdue’s vision of being
the “best managed state”. Upon completion of the program, these participants will provide a
strong bench of candidates capable of leading Georgia’s agencies for years to come.

PROCUREMENT

Leadership:
DOAS Commissioner
Background and findings:
Strategy and Policy
0 Mission focused on compliance, not cost reduction
o Procurement authority based on spend thresholds not natural owners
o Procurement code interpretation too skewed toward suppliers



12

Organizational Role Structure and Skills
o Central procurement (DOAS) limited effectiveness
o0 Redundant, fractured procurement functions
o Skill / training gaps for strategic sourcing
Process Effectiveness and Efficiency
0 Sourcing, order-to-payment processes slow and cumbersome
o Negotiations lack fact base and teeth
o Contract management spotty
Performance Management
o Few metrics, little performance data
o Limited accountability for suppliers and procurement team
Technology Infrastructure and Tools
o Fragmented and antiquated systems
o Poor data collection and management practices
o Insufficient use of technology-enabled procurement tools
CNG Recommendations:
Administrative Services Task Force
o0 Make state purchasing of goods and services more efficient and service-driven.
Procurement Task Force

o Establish a single center-leading purchasing agent that clearly manages the purchasing
activities of all State agencies. Set criteria to determine when purchases are made
centrally or left to the individual agencies to most efficiently purchase all goods and
services for the State.

Desired Outcomes:
Establish a center-leading procurement authority with a strong mandate that:
0 Leads Total-Cost-of-Ownership (TCO) reduction for State

o Defines procurement roles / responsibilities across stakeholders according to category
characteristics, rather than spending thresholds

0 Sought-after entity for high potential talent and career advancement
Reduce procurement costs by over $135 million over the next four years.
Governor’s Action:

Governor Perdue initiated a Procurement Transformation Project within the Department of Administrative
Services. Through a competitive bidding process, DOAS contracted with A.T. Kearney to assist in the
State’s efforts to redesign its procurement processes, increase its internal capabilities and expertise,
upgrade technologies needed to improve productivity, and conduct a strategic sourcing effort to capture
savings in targeted expenditure classes.

Legislative Actions:

HB312 was passed by the Legislature and signed by the Governor to expand certain authority of DOAS in
procurement activities.

Implementation Progress:
Governance/ Accountability:
o0 The organization component of the procurement system is complete.
Policy/ Process Improvements:
0 Spend analysis was completed in February 2006.

o Changed statutory policy for awarding purchasing contracts in order to give DOAS
increased authority (HB 312)
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Data Systems:
o Technology component to be implemented with SAO
Workforce:
o Filled key staff positions
0 Assistant Commissioner has been hired
Savings:
o $10 million in savings was validated on 3/14/07. That included about $6.8 million in the
office supplies contract.

o0 DOAS has so far negotiated price reductions totaling $26 million on contracts for heavily
used products ranging from office ware to maintenance items. That's a 10% savings on a
quarter billion tab for the categories of purchase.

Procurement: Wave | Sourcing Savings

Category Total Address - Est. Key Dates
Spend S?)t:elr?d Savings Sourcing RF(x) Supplier
Strateayv Issued Selection

IT Software $18.0 $12.2 3-7% 03/17/06 4/19/06 06/23/06
Office Supplies $62.6 $33.7 13% 03/24/06 05/10/06 07/21/06
Office Furniture $27.3 $27.3 10% 03/22/06 05/22/06 07/10/06
IT Staffing $32.0 $32.0 5% 03/17/06 05/25/06 07/17/06
IT Hardware $165.0 $131.0 5-10% 04/10/06 06/26/06 08/15/06
Commissaries $18.0 $16.0 5-8% 03/31/06 05/24/06 08/18/06
Express Mail $12.0 $6-8.0 4% TBD TBD TBD
Tractors, etc. $6.5 $6.5 TBD TBD TBD TBD
Uniforms $7.5 $5.1 TBD TBD TBD TBD
MRO $68 $56 10% Various Various Various
Total $416.9 $319.8

Department of Administrative Services: State Purcha  sing Division

The Commission for a New Georgia (CNG) Procurement Task Force discovered numerous opportunities
to improve the effectiveness and efficiency of state procurement. The Task Force documented numerous
findings and made recommendations on each. When implemented, these findings would transform the
procurement process into a world-class operation and could reduce the state’s costs by $100 million to
$200 million over 2 to 3 years. Those findings were in the following areas:

Establish a ‘center-leading’ procurement organization
Redesign core procurement processes

Strengthen procurement skills

Implement Comprehensive performance management
Address fundamental technology gaps
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Implement legislative changes as necessary
Launch a statewide procurement transformation

To begin the process of revamping the state’s Procurement function, the state decided the proper course
of action was to focus on People, Processes and Technology, in that specific order. The Purchasing staff
within the State Purchasing Division was woefully inadequate with regards to having the necessary skills
to operate in a modern procurement shop. Processes were misaligned and needed revamping and
technology was virtually non-existent.

A new organizational structure was defined to create Commodity Teams within a Strategic Sourcing unit
where resident expertise could be housed with knowledge of specific product and service categories, thus
affording the state an opportunity to focus on those key product and service categories where its
combined spend could be best leveraged in the marketplace. Every position within the division was
redefined with a new job description, and compensation levels were redefined and benchmarked against
both public and private sector purchasing salaries. These moves then allowed the unit to attract some of
the best and brightest purchasing professionals to the state. For example, the Assistant Commissioner of
Purchasing was recruited from the University of Notre Dame, while the Director of Strategic Sourcing was
recruited from Microsoft. A focus was placed on new hires with relevant procurement experience,
advanced degrees and purchasing certifications. As a result of these moves, coupled with Strategic
Sourcing principles the State Purchasing Division was able to transform from a transaction-based
organization to a knowledge-based unit.

The Purchasing processes and procedures of the state were then reviewed and changed drastically to
streamline the procurement effort. Policy manuals were re-written and the procurement solicitation
process was re-engineered from top to bottom, to eliminate inefficiencies and delays. Cycle times were
reduced drastically with nearly 6 weeks shaved off the time to conduct Requests for Proposals (RFP’s)
and a month eliminated in the cycle time for Requests for Quotes (RFQ’'s). Vendor challenges were
measured for the first time. Vendors challenging the state’s procurement awards typically endured a near
60-day wait for their challenges to be adjudicated. These now take only an average of 14-days to resolve
(currently only 1.5% of all procurements are ever challenged).

In order to meet the technology requirements, the state performed a fit-gap analysis to define its specific
technology needs. Knowing specifically what issues were to be solved and having those well
documented, State Purchasing employed a combination of software products to form the technology
solution. The result was the state’s new eProcurement platform known as Team Georgia Marketplace.
As one of the most important technology implementations in our state’s history, this project was delivered
on time and within budget in January 2009. Since that time, over $1 Billion in purchases have been
processed through the system providing valuable insight into what is being purchased by state agencies.
While a phased roll-out of the system continues agency by agency, there are currently over 2,400 users
of the system utilizing dozens of on-line supplier catalogs. As a result of the system, cycle time for
requisitions to be approved and purchase orders issued have dropped dramatically, and the entire
purchasing process is a paperless process for agencies that have fully implemented and embraced the
system.

As a result of this technology implementation the state now has a much clearer understanding of what it is
purchasing, and thus can now begin to exert its collective leverage in the marketplace. Subsequent to
the implementation of Team Georgia Marketplace, in a joint effort with The Pew Center for the States and
A.T. Kearney, the state has developed a Spend Analysis Tool, dubbed the Spend Cube. The Spend
Cube aggregates spend information from the many disparate systems throughout the state (realizing that
not every state agency has yet to implement Team Georgia Marketplace) to help analyze the state’s
collective spending habits.

Data feeds come from Purchase Cards (P-Cards), supplier sales data, PeopleSoft transactions, and
various other systems used by the de-centralized state agencies and universities across the state. The
data is then normalized and analyzed to help determine where dollars are being spent in order to identify
where statewide contracts might best leverage the state’s collective purchasing power. Employing key
principles of Strategic Sourcing with the data analytics offered by the state’s new systems, significant
reductions in pricing for products and services used by the state have been realized. Some examples are
cited below:
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Document Imaging — A new contract lowers pricing for black & white copying/printing from 9%-
42% over the previous contract, while color copying/printing is now priced 67%-87% less as
compared to the previous state contract.

Vehicle Rentals — the outsourcing of the Capitol Hill Motor Pool resulted in the elimination of 160
state-owned vehicles with resulting rental rates 13.8% lower than rates previously offered to state
agencies.

Administrative Vehicles — a new contract covering 4 classes of sedans, 1 hybrid sedan, 4 classes
of pick-up trucks, 3 classes of SUV’s and 7 classes of vans was recently awarded. The average
contracted price is 22.4% below dealer invoice with ranges from 6.8% to 36.1% below dealer
invoice.

Police Pursuit Vehicles — a new contract covering 3 sedan classes and 1 SUV class offers pursuit
vehicles priced at an average 16.6% below dealer invoice.

Background Checks — a new agreement provides agencies, universities and municipalities a
consistent approach and methodology to requesting and receiving background investigative
reports on existing staff and new hires through a consolidated source. Services include past
employment and education confirmation, state and federal criminal history, motor vehicle records,
credit history, professional licensure, certification verification and numerous other reports needed
for employment and validation purposes. Under this contract, agencies will now pay only $16,
instead of $45, for a criminal background check for a savings of 65%. Depending on the specific
reports requested, prices were decreased by a range of 20%-65%.

Temporary IT Staffing — the new contract implements an automatic background check for any
Information Technology (IT) professionals hired as temporary staff on behalf of the state. This
was previously lacking and posed a real risk to the state. The latest contract features a 15%
reduction in the state’s labor rates over the previous state contract.

Tires & Tubes — in a collaborative effort with the largest North American Buying Cooperative for
Higher Education, the state revamped its former statewide contract for tires into a national
contract, thus achieving some of the most competitive tire prices in the country. With savings
ranging up to 49% below the previous statewide contract, average savings of 22% are being
experienced on a wide variety of car, light truck and heavy duty truck tires.

The Procurement Transformation in the State of Georgia has certainly created monumental change in the
way business is conducted. Tremendous streamlining and reengineering of processes, coupled with
smart technology implementations, have created a platform whereupon tremendous and measurable
achievements are possible.

To ensure the transformation effort is sustainable, a movement is now underway to train and certify the
various purchasing staffs across all state agencies and universities. Already, dozens of training classes
have been developed while nearly 7,000 students from across the state have been trained in purchasing
basics, systems, policies and procedures. Nearly 3,400 certifications have been achieved as
certifications and requisite tests have now been developed to ensure that training is retained and properly
understood in order to transform agency and university purchasing staffs, so they too can achieve similar
results within their own entity, and assist Georgia in uncovering synergies and efficiencies in the way we
conduct business.

In the State of Georgia, there are 3 key elements which have made a transformation of this magnitude
possible. Those keys are:

Top-down Leadership
New Legislation authorizing the changes
Budget needed to make the necessary changes

With these elements in place, and with regular reporting back to the Governor’s Office of Implementation
and the Commission for a New Georgia, the Procurement Transformation in the State of Georgia will
have a profound effect on our state for years to come.
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ACCOUNTS RECEIVABLE

Leadership:
Tommy Hills (CFO)

Background and findings:
- There was no statewide policy that directs the State department’s receivables and collections
processes.

Each department had varying policies with different processes and guidelines for the collection of
receivables.

There were varying definitions of “receivables” among State departments. One department
reported receivables as including State appropriations and inter-department transfers.

Analysis had not been performed to estimate or determine the actual collectible amount for all
State departments. The actual collectible amounts were unknown.

The Commissioner of DOR estimated only 10% of DOR’s aged receivables were collectable.
Departments did not age receivables to adjust collection policies.

Out of the 10 departments that responded to the information request, no departments provided
information related to:

o Departmental comprehensive receivable/collection policies
o0 Reactionary plans to address aged receivables
o Statewide guiding policies

There were large dollar amounts of receivables above $50,000. Of the 10 departments that
provided relevant data:

o $207 Million represented receivables over $50,000

0 Receivables over $50,000 ($207 Million) represented 7% of the total receivables from the
10 departments that provided relevant data ($2.8 Billion)

0 Receivables over $50,000 ($207 Million) were made up of 2,580 accounts

There were no policies for prioritizing receivable/collection efforts. There was no formal guidance
that focuses collection efforts on high dollar receivable collections.

Collection efforts were not delivering a maximum dollar return because there is not a focus on the
high dollar receivables.

High-dollar receivables provide a higher rate of return for the State. Policies should provide
guidance that result in the maximum benefit for the State.

Current legislation does not allow for write-offs which causes departments to maintain database
records for decades

Specific departments were utilizing third-party collections, while other departments were not
Limited departmental authority to assess penalties and fees

By legislative statute, old receivables can not be written-off by most departments. As an effect,
the book values of receivables consists of large dollar amounts that include outdated receivables
that can not be realistically collected.

There is limited departmental authority to assess penalties and fees which could allow additional
enforcement or negotiation strategies.

State departments maintain a high number of separate bank accounts with decentralized
deposit/disbursement processes

State departments do not develop cash collection forecasts or report on collections

State departments maintain over 2,000 bank accounts

Deposits and disbursements occur in multiple accounts in all departments

Decentralized processes for cash deposits and cash disbursements in state departments
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Not maximizing investment strategies due to lack of centralization

State departments did not prepare cash collection forecasts

There were no baselines or forecasts to monitor cash flow

State maintained higher liquidity balances due to lack of departmental revenue forecasts
DCH had not recovered over $126 Million from its service providers

Varying execution of existing interfund collection/disbursement policies by State departments
Varying Intergovernmental collection/disbursement policies among State departments

Varying levels of compliance of interfund receivables/collections policies; no known record of
value of interfund receivables; no aging of internal interfund receivables

The positions of State Chief Financial Officer (CFO) and Chief Accounting Officer (CAO) have not
been codified in law.

CNG Recommendations:
Develop and implement a statewide policy on receivables/collections that provides a monitoring
program and emphasis on high dollar and significantly aged receivables and directs the Interfund
and Intergovernmental receivables and collections process.

Seek legislation and programmatic changes to effectively aid statewide collection efforts to utilize
industry practices in a consistent manner: Allow for write-offs, use of third party collections, and
authority to assess penalties and fees.

Seek legislation to establish the positions of Chief Financial Officer and Chief Accounting Officer
as permanent roles that ensure effective coordination and management of the State’s financial
affairs.

Consider utilizing third party or dedicated teams to focus on aged receivables over 120 days and
accounts greater than $50,000 to derive maximum short-term impact.

The Chief Financial Officer should immediately take custody of the Department of Community
Health’s Prospective Payment Program and remove it from departmental control. The original
process of netting owed funds from future payables over a 90 day period should be strictly
enforced.

Develop and implement cash management policies that begin cash account consolidation starting
with payroll accounts.

Cash collection forecasts should be completed by State departments to predict future cash flow
and monitor cash collections.

Desired Outcomes:
A uniform Statewide policy that directs the departmental receivable and collection processes

Statewide policies and a monitoring program that provide specific guidance and focus towards
high dollar receivables

Statewide policies that provide specific guidance and focus towards reducing and collecting the
State’s significantly aged receivables

Legislation that authorizes and enables the State and State departments the ability to effectively
manage the collections process

Create centralized accounting functions with consolidated cash accounts

Departmental cash collection forecasts that better manage cash flow and the State’s investment
strategy

Full recovery of all prepayments from these providers internally to DCH. Determination of legal
authority should be made as to ensure that the same providers are not receiving funds from any
other State program until full repayment to DCH.

Compliance by State departments related to inter-fund receivables and collections processes
A uniform Statewide policy that directs the Intergovernmental receivables and collections process
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Legislated State SAO position that ensure that the State’s assets are fully protected through the
coordination, monitoring, and management of the State’s financial affairs

A Statewide policy on user fees that provides guidance as to the implementation, updating, and
cost determination of user fees

Governor’s Actions:
Pushed legislation (bill) to establish SAO
Budget requests for streamline banking & accounts receivables

Implementation Progress:

Streamline Banking Appropriations: FYO6A — $1,936,858,
FYO7 $1,075801

Accounts Receivables Appropriations: FY06A - $913,800;
FYO07 - $300,000

DCH Review Balances significantly reduced.
Monitoring Continues.

Cash Collection Forecasts Agency forecasts due by FYQ7; need
PS upgrade

User Fee Restructuring Providing feedback on draft report;
will begin planning in February ‘07

State Accounting Officer Established by law and hired.

Statewide Accounting Standards  Fall 2006

DOT Cash and Receivables Completed Fall 2005

Savings from enhanced operations:
Alcohol and Automobile Dealer License Renewal Programs- $104.2 million
Treasury Offset Program- $181.0 million
Private Collection Agency (PCA) Collections- $114.9 million
PCA Call Center- $52.4 million
Internet List Collections- $66.9 million
Individual Income Tax Delinquent Program- $29.7 million
Tax Incentive Examination Program- $21.3 million
Total $570.4 million
Program Descriptions

o Alcohol and Automobile Dealer License Renewal Programs: Money collected as a result of
holding liquor license and automobile dealer license renewals until any outstanding tax
obligation is satisfied.

o0 Treasury Offset Program: DOR sends a list of delinquent taxpayers to the US Department of
Treasury, which conducts the program. Treasury in turn sends DOR all or part of an
individual's federal income tax refund to satisfy the outstanding Georgia tax obligation.

o Private Collection Agencies (PCA): Money collected by Private Collection Agencies under
contract with DOR.

o Private Collection Agency Call Center: Money collected by our call center which contacts
taxpayers with delinquent accounts. This last action is taken immediately prior to
forwarding the receivable to a private collection agency.

o Internet List Collections: Money collected as a result of posting names of delinquent
taxpayers (individuals and businesses) on DOR’s web site.

o Individual Income Tax Delinquent Program: Phase three of the Revenue Initiative Program
concentrated on increasing individual income tax delinquent investigations.
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0 Tax Incentive Examination Program: Phase four of the Revenue Initiative Program increased
corporate income tax audits focusing on tax credit examinations

FACILITIES

Leadership:
State Property Officer

Background and findings:
Decentralized structure with multiple entities were responsible for capital management
Inconsistent policies and procedures across the agencies
Lack of enterprise-wide vision for construction and capital asset management
Redundancies of staff responsibilities
Lack of common vision

State spends $600MM to $1B annually on capital funding of more than 57 projects spanning 13
agencies.

State property inventory of over 11,000 facilities valued at $10.5 B was losing value due to poor
maintenance, emerging safety issues, and under utilization.

Excess General Obligation Bond funds remained obligated to canceled or completed projects.

Georgia has the 2nd largest consolidated funding volume of public construction in the U.S. behind
the federal government.

Inconsistent documentation and performance feedback throughout the entire construction
process.

Knowledge level of current staff varied widely and may be incompatible with some projects.
CNG Recommendations:

Space Management Task Force
Establish a Real Estate entity led by an executive with portfolio management expertise.
Manage all State-owned and leased real estate through this organization.
Adopt a portfolio management strategy.
Consolidate leases to potentially save between $275 and $875 million over 10 years.

Identify surplus land and buildings, and utilize or sell to reduce costs by $210 to $315
million over 5 years.

o Gather and maintain current information on all real estate.
o Use portfolio management strategies and tools for effective decision-making.
Capital Construction Task Force

o Establish a Property Officer with responsibility for all capital construction Develop a clear
mission, vision and guiding principles for capital construction and property management

o Evaluate real estate assets for reallocation and opportunities to sell. Reallocate General
Obligation (G.0.) Bonds no longer needed due to canceled or completed projects.

o Develop statewide policies, procedures and tools to manage capital construction
services.

Desired Outcomes:

O O O O

Reduce leasing expenditures by $8-10 million annually over the next 5 years.
Generate $2 million annually through the divestiture of state property over the next 5 years.

Reduce the cost of capital construction by 2% annually over the next 5 years and reduce the
average construction project planning cycle to 3 years.
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Create a consolidated capital property steering organization responsible for effective fiscal
management, collaboration and efficient construction processes across the existing
organizational boundaries.

Establish management oversight of the complete funding lifecycle process that 1) captures total
cost of ownership for the effective life of all necessary special use state property, and 2) provides
a structure that minimizes the State's capital ownership to essential property.

Establish a consistent process applied across all affected agencies that captures, evaluates and
provides the appropriate information to the affected groups in a transparent and actionable
manner.

Governor's Actions:

On January 12, 2005 the Governor issued an Executive Order establishing the position of State
Property Officer.

Legislative Actions:
House Bill 217
House Bill 1079
House Bill 1003
Senate Bill 158
Implementation Progress:
Governance/ Accountability:
o Created State Property Officer (SPO)
Policy/ Process Improvement:
o Conducted enterprise-wide assessment of state-owned buildings, land, and leases
o New agency alignment and board structure implemented via SB 158 Advisory Board

appointed
o HB217
o HB 1079
o HB 1003
o State Construction Manual updated, currently working on V. 2
Data System:

o Existing data bases consolidated
0 Lease component of BLLIP- a web-based, GIS-formatted inventory- completed

Savings:
Savings from leasing consolidation ..............cccc.eee..... $8,469,026.00
Proceeds from surplus disposal ..........ccocccuvieeeiiennnnn. $43,243,808.00
LI ] = L SRR $51,718,834.00

Capital Construction and Space Management

Based on recommendations from the Commission for a New Georgia’s (CNG) Capital Construction and
Space Management Task Forces, Governor Perdue issued an Executive Order on January 12, 2005 to
improve the management of the State’s capital assets. The Executive Order created the position and
outlined the responsibilities for the State Property Officer (SPO) in the Executive Branch. During the
2005 Legislative Session, the General Assembly enacted Senate Bill 158 (Act No.21), which further
codified CNG recommendations by reorganizing the SPC and GBA and defining the authority of these
agencies. SPC and GBA were detached from the Department of Administrative Services; SPC became
an independent agency, the Leasing Division from DOAS was adjoined to SPC and GBA was
administratively attached to SPC. The State Property Officer was designated as the Executive Director of
SPC and GBA and both entities were aligned with the same governing boards comprised of the



21

Governor, State Accounting Officer, Secretary of State, Director of the Office of Treasury and Fiscal
Services, and three citizen members appointed by the Governor, Lt. Governor and Speaker of the House.

In 2006, the SPO was also designated as the Executive Director of GSFIC, Construction Division. With
this administrative change, management of the State’s capital assets were defined by the following
responsibilities: SPC to acquire and dispose of the State’s real property assets and to manage the State’s
leasing and space management needs; GBA to provide facility maintenance for the Governor's Mansion,
State Capitol and State office buildings on Capitol Hill; and GSFIC to provide project management
services for State construction projects.

SPC Organizational Transformation

Implementing the recommendations from the CNG, SPC continues to transition from a pure service
agency to a real estate portfolio management organization. Based on industry best practices, portfolio
management is statewide strategic plan for Real Property. The overall goal is to increase the value of the
portfolio through improving utilization and minimizing occupancy costs.

CNG Recommendations:

1. Eliminate excess space from the portfolio and lo ok for cost savings by co-locating and
consolidations.

In June 2008, SPC adopted revised Space Standards for the use of all State-owned and leased space.
The revised standards were based on industry best practices and moved toward a more efficient use of
space based on work requirements. The space standards provide for increased utilization and improved
workplace environments. Co-location opportunities enable the State to leverage its leasing clout by
consolidating smaller leases into larger, more cost effective agreements and providing improved
customer service to area citizens. The Douglasville office building is a prime example of the co-location
effort by housing county offices for DFCS, DOC Probation and Pardons and Parole. This effort permits
for the sharing of common program areas where appropriate. In an effort to contain lease costs during
the recent recession, SPC sent a letter in December of 2008 to all landlords requesting that they consider
forgoing any increases in their lease agreements moving into the next fiscal year. Many of these
landlords have been working with the State for years and they recognized the severe budget constraints
that agencies faced. SPC was able to renegotiate a savings of $400,000 on behalf of our client agencies.

2. Identify and utilize/sell surplus land and build ings; SPC goal of $30 million over a 5 year period.

Identification and tracking of a surplus property log. Since fiscal year 2004, SPC has generated
additional revenue to the state treasury in the amount of $43,139,039 through the sale of surplus
property.

3. Develop and maintain a statewide capital asset m  anagement system that has consolidated real
property, building, and lease information for state entities.

SPC created a web-based, interactive and publicly accessible database of all State owned buildings, land
and leases (BLLIP). At the time of its creation, Georgia was the only State to have developed and
executed such a comprehensive database of real property assets. In 2007 Georgia won the NASFA
(National Association of State Facility Administrators) innovation award for technology for the BLLIP
application. In 2008, the State Property Register (DOAS Risk Management Insurance Program) was
added to BLLIP. This enabled agency facility managers and risk coordinators to input critical building and
contents value insurance information and provided a more streamlined process for insuring the State’s
capital assets.

4. Establish a “property advisory committee”

The Capital Asset Management Advisory Council (CAMAC) is made up of private and public sector
professionals from the capital asset management industry and to be a resource for the State Property
Officer.
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5. Capture total cost of ownership for the effectiv. e life of all state-owned

buildings
—
I
° Capital Costs ° Operating Allocations for:
. All real estate
° expenses ° Salary costs
related costs
associated with the Improvements ° _ *  Salary-related
ownership, use and *  Debt Refurbishments costs
management of a ° Rent ° Overhead
property or
portfolio of
properties

Beginning in 2006, SPC convened a task force of State agency facility managers to provide input during
the development and implementation of BLLIP and the needs assessment phase of the Real Property
Transformation process. Later, this group transitioned into the Real Estate Management Advisory Team
(REMAT) and was comprised of agency facility and leasing subject matter experts. REMAT members
met monthly and SPC was responsible for setting the agendas for discussions and knowledge transfer.
Subjects included the State’s efforts on energy conservation and reporting, property and facility
management, lease consolidation and co-location, portfolio planning and total cost of occupancy.

The Total Cost of Occupancy (“TCQ”) approach evolved from a focus on getting the “best deal” to a
philosophy of managing the real estate portfolio and space infrastructure in a holistic way. In this way,
TCO provides a framework for making better real estate decisions.

6. Develop statewide policies, procedures and tools to manage capital construction services

The Statewide Construction Manual serves as the handbook for vertical construction in the state. GSFIC
worked hand-in-hand with the Board of Regents in developing a single unified reference guide on how to
conduct a state capital construction project. The manual includes best practices for planning, designing,
building, delivering and receiving facilities for use by Georgia state entities.

The Manual was first published in 2008 and is available online. In 2009, an editorial review board was
established to ensure the manual remains accurate and up-to-date. The intention is for the manual to be
a 'living’ reference that can be updated and expanded at any time. Members of the editorial review board
include agency representatives, design professionals, construction professionals and GSFIC staff.

7. Reallocate General Obligation Bonds no longer ne  eded due to cancelled or completed projects

The Georgia State Financing and Investment Commission developed an Expenditure Policy with goals to
spend bond proceeds within a 6-month, 3-year and 5-year period. Agencies are contacted at bond
milestones concerning projects not in compliance and once a year the GSFIC Board receives an update
on how agencies are accomplishing their project spend down goals.

For projects not in compliance at the 5-year milestone GSFIC uses an exchange of compliant bond funds
for non-compliant bond funds as invoices are received. The period the bonds are sold for and the general
purpose of the funds must be reviewed before the exchange can be performed. The bond exchange
must be within the same agency as the bonds are originally sold for.

Redirection of bond funds from one project within an agency to another project within the same agency
requires a review with OPB and GSFIC.

Initiatives
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Obtain the ability to enter into multi-year leases and charge commissions

Currently the State is limited to annual leases with options to renew. This limitation eliminates the
potential for more cost effective lease rates and better tenant allowances. SB 254 was introduced
during the 2009 General Assembly session but no action was taken during 2009. SPC will continue
to promote this legislation and the companion constitutional amendment to enter into multi year
leases enabling the State to be more competitive in the leasing market and realize substantial cost
avoidance and savings to the

Portfolio Plans SPC Portfolio Management

SPC will continue with portfolio planning Real Property Transformation
efforts working in conjunction with the

Department of Juvenile Justice. During
2008-2009, SPC completed a portfolio R FEEEEEE
plan with the Georgia Building Authority
and delivered the final recommendations
in November 2009.

Metro Plans

SPC will conduct a pilot Metro Plan to
evaluate all State-owned and leased
space for state agencies in a defined
geographical area. The purpose of such a

R R

STRUCTURE and SUPPORT

p|an is to assess the space needs of . develops overall real estate strategies and advises OPB on capital
agencies and to determine the most cost budget expenditures. . , o .

.. . « Asset Management  creates building-specific strategies, rationalizes property investment
efficient method to provide the space. and promotes the surplus and sale of under-utilized assets.
Often, the results of such an analysis lead matches headcount “demand” to space “supply”, promotes increased

space utilization, implements standardized space planning and tracks space utilization.

to the consolidations of Ieases, co-location « Transaction Management _acquires and disposes assets for leased and owned property.

of state agencies sharing program

requirements and the recommendation to dispose of surplus and/or underutilized real property. The
primary goal is to improve asset management and to increase utilization by reducing costs to the
State.

Implement mechanized reporting to track on-time/on- budget status of construction projects

Develop a program to track all GSFIC-managed projects by their contractual completion dates from
the notice to proceed to material completion. Construction Services also will track budgeting
information to determine if projects are completed within budget. Goal is to increase the percentage
of projects completed on schedule and within budget over the next two years: 80% by fiscal year
2011 and 90% by fiscal year 2012.

CUSTOMER SERVICE

Leadership:
Joe Doyle
Background:

Customer service varies greatly from agency to agency. There are no statewide standards or
expectations to guide behavior. Processes are believed to take too long. Few formal, statewide
process improvement initiatives exist. Yet, recent poll results show that citizens feel more
positively about state government service than about the federal government (See public opinion
poll results in Appendix A.)

There is limited or no customer input. Customers are sometimes surveyed, but there is little
evidence of how that input is used to improve service.
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There is no screening to evaluate a person’s suitability for a front-line customer service job.
There is no consistent customer service training for state employees. Performance appraisals
are not linked to customer-focused objectives.

Citizens frequently do not know which agency to call for the services they need. Callers are
transferred multiple times before they reach the correct office; an estimated 6% or 1.2 million calls
coming to state entities are misdirected. Callers are frustrated by automated menus and an
inability to speak to a live person; and sometimes calls are not returned.

Improving service requires that state government create a customer-focused culture; speed up
processes; simplify access; and improve all call handling whether in a small office or a large call
center

CNG Recommendations:
Instill Governor Perdue’s vision of customer service excellence in every agency.
Adopt broad statewide standards to measure performance.
Designate a statewide Customer Service Coordinator.
Identify Customer Service Champions within each agency.
Create a formalized process for getting feedback from customers.

Develop best practices for customer service staff including training, recognition and reward
programs, and performance management systems.

Adapt a Rapid Process Improvement methodology for agencies to speed up service delivery. This
process uses existing personnel to drive continuous, rapid improvements.

Make continuous improvement a goal and way of management.
Establish General Information Services, a single point of access for all state services:
0 CALL GEORGIA 877-411-PEACH

Establish information database for agents in the General Information Center and the public on the
Internet. Overall call volume can be reduced by increasing citizen self service.

Implement focused Call Center improvement plans for 4 major Call Centers each year. This may
involve a combination of people, process or technology to solve specific problems.

Evaluate improvement opportunities for outsourced Call Centers, as contracts near renewal.

Implement a Virtual Call Center (Remote Worker) Program. The pilot effort would target 20% of
the General Information Center agents as remote workers in SFY07.

Desired Outcomes:
Friendlier — Start creating the Culture and setting expectations for how we serve our Customers.

o Tocreate customer-focused employees who are courteous, helpful, accessible,
responsive and knowledgeable

Faster — Imbed a Process Improvement methodology in Agencies to drive Continuous
Improvements.

o Achieving reductions in total process times of services, without a drop in service quality.
o Improving both efficiency and effectiveness in service processing.
Easier — Improve Call handling for quick results and to show we’re making progress.

o The Office of Customer Service is working towards connecting more calls to the right
place on the first call, cutting wait-times and abandonment rates while decreasing the
cost per call.

Governor’s Actions:

The Governor began a customer service initiative with a customer service summit in January of 2006.
The governor also established an executive order creating the Governor’s Office of Customer Service on
January 25, 2006, the first state in the nation to create such a department.

Legislative Actions:
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Appropriations:
Implementation Progress:
Governance/ Accountability:
o Created Office of Customer Service
Data Systems:
o Improved technology for call centers & KnowledgeBase
Policy/ Process Improvements:

o The average wait time for a driver’s license has been reduced by 87.5%, now taking only
30 minutes instead of 4 hours

o The waiting period for child support orders has decreased by 50%, now taking only 90
days compared with the previous 180

Service Culture and Process Improvement Initiatives
GSU Pilots initial customer satisfaction survey
Beta Test of Employee Job Satisfaction
Needs assessment done with 13 agencies
Quarterly messaging to all employees begins
Refine Beta test for pilot deployment

Begin monthly messaging and tips to mid-
management

Develop statewide recognition program

Report results of initial customer pilot survey
2" Customer Satisfaction pilot survey

OCS & GA Tech work w/ DDS

OCS & GA Tech work w/ DHR/OCS

OCS & GA Tech work w/ DOR/ Taxpayer Services
OCS & GA Tech work w/ DHR/DFACS

OCS & GA Tech work w/ DCH/SHBP

OCS & GA Tech work w/ DOR/ Motor Vehicles
*GIC/GTA directory assistance

*DDS

*DHR/DFACS

*DOR, Taxpayer Services

*DHR/OCSS

The Customer Service Task Force of the Commission for a New Georgia made a number of significant
recommendations. In January 2006, Governor Sonny Perdue created the Governor’s Office of Customer
Service by Executive Order to implement them. Each recommendation has been successfully
implemented, some on a boarder scale than first envisioned and some in a slightly different way than first
anticipated. Overall, the goal to have the “Best customer service of any state in the nation” has been met,
as no other states have attempted something on a similar scale.

Several creative strategies have been key in reaching these goals. Initially it was critical to unite state
agencies as one "Team Georgia.” Agencies and employees needed to think of themselves as part of a
team of 110,000 employees offering more than 1900 different services. The Team comprises 50 state
agencies and 35 campuses of the University System of Georgia. Our original slogan—“Team Georgia.
Ready to Serve."—has clearly evolved to “Team Georgia. Leading in Service.”
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Secondly, the effort required a point of synergy in each agency. This was accomplished through the
Agency (and University) Customer Service Champion, who is appointed by the agency head or college
president to spearhead customer service improvements. The expectations for service excellence are
identical, whether a program involves education and human services or law enforcement and regulation.
Large agencies with regional locations and small single-function offices share the same goals, values and
commitments to customers.

Uniting and energizing Team Georgia was a set of core values—Faster. Friendlier. Easier. This slogan
reflected the goals of faster processes, a friendlier service culture and easier access to services. A similar
agreed upon set of commitments to customers (to be Helpful, Courteous, Accessible, Responsive and
Knowledgeable) became central to a statewide communications effort. These values are reflected in
collateral materials and are the heart of the statewide training program as well as the criteria for the
Governor’s employee recognition program.

A final key strategy is using existing resources to make improvements. The emphasis is on achieving
results without significant additional expenditures of funds or special budget appropriations. Getting better
results with the same money means using resources more effectively, particularly important in years of
shrinking public budgets.

Selected Results across Agencies

In August 2009 citizens, businesses, local governments, internal customers and employee were
surveyed. Georgia’s customers rate overall service quality at 76% (up from 74% in 2007).
Employee job satisfaction is now 75%, up 10% in 2 years.

This is the first time all state agencies have been measured using the same standards,
supporting data-driven decision-making. Georgia created and validated a standard instrument for
rating customer satisfaction in 2007. Employee workplace satisfaction (exclusive of pay and
benefits) is also measured uniformly across agencies and universities.

Same-day service for preparing child support orders for court (once averaging 71 days) has been
replicated in all 159 county offices.

Georgia drivers statewide now wait an average of 6 minutes for service at Driver Services
Centers, reduced from up to 2 hours thanks to both call center and rapid process improvement
projects.

These are the results of Rapid Process Improvement (RPI), a streamlined version of Lean
management practices. Applying an industrial “rapid process improvement” allows programs with
complex or lengthy processes to empower teams of employees and managers who focus on
separate processes that can show significant improvement in a short amount of time — weeks, not
years.

The state's 33 call centers meet the statewide performance goals of no more than 60 seconds
hold time and no more than 9% of calls not answered (abandoned). Three years ago, no call
center met these goals. In 2009, call centers consistently met these standards.

The Call Center Solutions Team, comprised of representatives from the state’s 27 call centers,
has worked together since January 2006 to establish common goals and objectives, review
industry standards, and recommend call center performance standards in technology, processes,
and metrics for state call centers. Key Performance Indicators continue to be reported each
month.

Several call centers benefit from an enterprise-wide approach to call center technology, a vendor-
hosted solution, which ensures continuous updates of technology at no extra charge. State
agencies benefit from minimal up-front investments and no increase in annual operating costs.
The state's call center contract enables “work away” programs, adjustment to seasonal call
fluctuation, and disaster preparedness.

One Number to Call for State Services—1.800.georgia and 1.800.georgia.gov. It is especially for
Georgians who seek state services and don't know who to call.

The 1.800.georgia service was launched in January 2008. When a citizen calls, a trained agent
connects the caller to the person or place responsible for the service needed. A citizen
relationship management tool reports on what citizens call about and where they call from.
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Agents helped callers seeking general information and provided “back-up” support for other
agencies during periods of peak demand (e.g., states of emergency, stimulus money
accountability, annual business licensing, requests for tax forms). The Contact Center is
supported by a statewide directory of services. This database is available to the public at
www.1.800.georgia.gov.

Continuity and Institutionalization

Over a four-year period, the majority of the initiatives resulting from the Customer Service Task Force
recommendations and implemented by the Governor’s Office of Customer Service have become part of
the culture of state government and the expectations of the people who work in public service.

There is ample evidence that key elements of this work are embedded into the structure of state
government and, therefore, will outlast a change in leadership. For example, Georgia's Office of Planning
and Budget now requires customer service improvement goals and implementation plans to be part of
each state agency’s three-year strategic plan. Similarly, the state's Personnel Administration has
incorporated customer service commitments as a required competency for each employee. In annual
performance appraisals, employees must achieve satisfactory evaluations for being in order to be eligible
for a salary increase.

The very culture of state government has changed as customer service recognition, training and
statewide communication focuses on standard themes. The training program, “The Art of Exceptional
Customer Service,” has been embedded in agencies through a “train-the-trainer” approach. Forty-one
large agencies have authorized trainers. Exceptional customer service is recognized through a statewide
program of quarterly commendations and annual awards. This is supported by internal recognitions
programs in most state agencies and on university campuses.

A systematic and uniform way of measuring service quality and customer satisfaction exists allowing
agencies to track progress and use data to set priorities around future work. This includes selection of
services to be speeded up with the use of Rapid Process Improvement methodology. One of the largest
state agencies, the Dept. of Human Services, has created its own process improvement unit to maintain
focus on improving those services.

The most enduring result of the Customer Service Initiative has occurred in the state’s call centers,
responsible for answering millions of phone calls each year. They have literally revolutionized the way
citizen contacts by phone are handled. Managers of the state’s 32 out-sourced and state-run contact
centers report performance each month and meet every other month to share information and assist each
other in meeting industry standards. The technology which puts them on a common platform means they
can adjust to seasonal fluctuations and survive a disaster. Because it is vendor-hosted, continuous
updates of technology mean systems will not be obsolete. The system also supports work-away
programs which raise employee productivity and satisfaction. Further, new contact centers have been
incubated within the Office of Customer Service, allowing agencies access to systems and training, even
office space, free of charge until they are ready to be free-standing.

Finally, the 1.800.georgia contact center and the database at 1.800.georgia.gov are part of a larger
initiative to improve customer service online. As citizens increasingly prefer contacting government via
the Internet, the next focus will be on uniform standards for statewide Web sites. The proven
methodology of call center improvement based on key performance indicators will be applied to online
services.

State leaders are embedding customer service into the organizational culture to truly enhance the
experience of individuals as they interact with state government. The emphasis going forward is to
sustain the advances made in all aspects of the citizen’s experience. The goal is to continue to reinforce
and embed the customer service focus within agencies so that the momentum achieved so far continues
despite future changes in leadership.

Georgia state government has undergone a “quiet revolution,” consistently focusing on ways to improve
its service to citizens. Because state leaders and employees have taken critical actions to knit customer
service into the fabric of government—through strategic planning, employee performance appraisal,
uniform training, and enterprise-wide technology—the Governor's Customer Service Initiative has been
positioned as a long-term and continuous effort.

Summary list of Results Sent to the Council of Stat e Govt. in 2007
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Serving more citizens faster and easier:

Georgia drivers statewide now wait an average of 6 minutes for service at Driver Services
centers, reduced from up to 2 hours thanks to both call center and rapid process improvement
projects.

Same-day service for preparing child support orders for court (once averaging 71 days) has been
replicated in all 159 county offices.

The processing time for new Medicaid applications has been reduced from 45 to 12 days and will
be implemented statewide by July 2008. Many customers receive same-day service.

Tele-working call center agents for Child Support answer 36% more calls with a decrease in talk
time and an increase in employee satisfaction.

The Workers' Compensation Board provides electronic access to case files for claimants and
attorneys, who no longer have to await delivery of paper files.

The Dept. of Revenue is responding to taxpayer questions more quickly—in 3 days rather than 42
days.

The Vital Records Office has reduced the amount of time citizens wait to receive critical birth and
death documents from 19 to 2 minutes, creating an express line and freeing up 25% of staff time.
Helping students and vendors:

The five campuses of Georgia Perimeter College have standardized student advising and moved
it to orientation day, rather than after Thanksgiving. This will be a model for all Georgia public
colleges.

The state’s Administrative Services agency has reduced the response time to vendor protests by
60%, from 11 weeks to four weeks on average. This allows state agencies to implement and
benefit from money-saving contracts seven weeks sooner.

Moving into the community:

The Dept. of Corrections hosts Community Awareness Days in cities that house correctional
facilities. Top leadership meets with citizen groups and local officials to listen to and address
community issues.

The Dept. of Revenue has opened an office in Ft. Benning (south of Columbus, GA) to assist
soldiers returning from Iraq with motor vehicle tags.

The Board of Pardons & Paroles hosts Victims Visitors Day, when officials leave Atlanta to meet
with crime victims throughout the state.

These examples are just the "tip of the iceberg" of recent successes happening in Georgia. Most
remarkably, agencies have achieved and maintained these results with no increase in budget or staff.

2009-2010 Update
Faster processes :

OCS continued supporting employee-led teams at agencies to reduce the time it takes customers to
receive service.

PeachCare for Kids/Medicaid approvals are now processed in 15 days, no longer 113 days, at the
Dept. of Community Health (DCH).

Financial aid applications are answered in one month, down from 3% months, at the University
System’s Abraham Baldwin Agricultural College. Students are able to make college choices much
sooner.

Low-income pregnant women have access to critical prenatal care two months sooner through DCH.
This improves birth outcomes and reduces delivery and postnatal costs.

Dept. of Behavioral Health & Developmental Disabilities now certifies community-based care
providers 74% faster, moving from 515 days to 96 days.

Motor vehicle titles are now processed in 5 days, no longer 6 weeks.
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The Dept. of Corrections is currently working to increase the efficiency of transporting inmates around
the state.

WORKFORCE DEVELOPMENT

Leadership:
Georgia Work-Ready
Background:
No single organization or person was accountable for the success of the entire WFD effort
The velocity of change of desired skills in the job marketplace is at an all time high
The K12 system suffers from the following:
o Not all students gain the basic skills employers want
o Many don’t learn the value of a good work ethic
0 40% of students drop out each year
CNG Recommendations:

Establish a private, non-profit workforce development corporation and staff accountable for the
success of Georgia’s workforce development efforts.

Aggregate or create a set of processes and technology solutions that enables the success of the
WFD system objectives.

Support and enable the Georgia Education Community’s (P-16) efforts to consistently generate or
retrain the number of potential workers with skills employers need.

Improve the existing WFD system to make it more dynamic, resilient, and able to drive and
sustain future economic growth.

Implement an effective communications plan to ensure that all employers (current and potential)
and citizens understand, can use and embrace the WFD system.

Desired Outcomes:
A developed workforce pipeline within the education community.
At-risk and out-of-school youth are engaged in education and workforce training.
Life-long learning is encouraged as the solution to a changing work environment.
Work barriers are removed so that all Georgians can participate in the workforce.

Workforce development and economic development are in alignment to create a demand-driven
system at the state, regional, and local levels.

An effective public awareness campaign is developed and implemented to engage all Georgians
in preparing for the 21° century workforce.

Governor's Actions:
Executive Order on 2/2/06 to create the Workforce Investment board.
Executive Order on 2/20/06 to appoint members to the board.
Georgia Work Ready Implementation Report ~ April 2010

In late 2006, Georgia was beginning to prepare for a possible economic slowdown. The state had lost two
major auto assembly plants and the closure of several military bases had been announced. Major
corporations in the state were undergoing restructuring in the wake of major acquisitions and mergers.
Despite several large relocation and expansion projects expected in 2007, state leadership knew it must
get ahead of the downturn and put initiatives in place that would position Georgia for ongoing growth.
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To put Georgia in a more competitive position for economic development, state leaders sought to move
the workforce from “low-wage, low-skill” industries to a more knowledge-based economy, and ensure
employers could reliably and affordably put the right people in the right jobs. The Commission for a New
Georgia’s (CNG) workforce development task force concluded their work in 2005 and identified several
workforce development goals including:

Establishing corporation and staff accountability for the success of Georgia’s workforce development
efforts

Utilizing existing skills assessment tools (ACT) or skill requirements and gap analysis across the
entire system

Tracking success of implementation activities

Creating a workforce development linkage among economic development, employer and education
communities

With an excellent roadmap provided by the CNG, Governor Perdue issued an executive order moving the
State Workforce Investment Board under his direction, created the Governor’s Office of Workforce
Development and charged both with developing and implementing a strategic plan to bring the
recommendations to life.

Governor Sonny Perdue and the Georgia Chamber of Commerce launched Georgia Work Ready in
August 2006 to prepare Georgians for the knowledge industry jobs of the future and create an economic
develop tool for communities. Work Ready links workforce development and education together and
aligns to the economic need of the state, its regions and local communities. It is the only initiative of its
kind to be conducted through a partnership between a state government and state chamber of
commerce.

Big Goals

Georgia Work Ready was designed as a workforce development initiative to assess the skills of Georgia’'s
workers, provide valuable job training opportunities and assures companies that the state can provide a
long-term, qualified labor supply. The goal at the outset of the initiative was to have 25,000 Georgians
earn Work Ready Certificates each year. Even more importantly, Georgia Work Ready would be
integrated into the ongoing work of the state’s education system, countless business operations and
industries, and throughout local communities ensuring Georgia’s long-term competitive advantage.

Re-engineering
The end goal of Georgia Work Ready is for the state to have the most highly skilled workers in the
country and, therefore, to attract the best companies offering better opportunities for the state’s citizens.

To support this goal, the Georgia Work Ready initiative comprises four key elements tying workforce
development and education with the specific needs of business and industry, including:

Work Ready Certificate: Designed for individuals, it allows workers to take a free skills assessment
and earn a certificate indicating their skill and knowledge levels to potential employers. The
assessment is administered by ACT’s nationally accredited WorkKeys® system and measures skills
in the areas of applied mathematics, reading for information, locating information and work habits. A
Work Ready Certificate, which carries the National Career Readiness Certificate seal, verifies that
job seekers have the portable skills to serve as a foundation for most customized training.

Work Ready job profiling : Designed to help Georgia employers build the right workforces for their
needs, Georgia Work Ready’s job profiles give Georgia employers verifiable proof of required job
tasks and skill levels to more easily match candidates to job opportunities. By comparing job profiles
with individuals’ Work Ready Certificate levels, companies can make reliable decisions about hiring,
training and program development. The Work Ready initiative has established ACT WorkKeys®-
certified job profilers at each of the state’s technical colleges of the Technical College System of
Georgia and one Board of Regents school with a technical college division.

Certified Work Ready Community : This voluntary initiative enables communities to demonstrate
they have the talented workforce needed to fill current and future jobs. The certification also shows a
community’s commitment to education and to improving public high school graduation rates,
important factors for driving businesses to an area. Community leaders and those in the education,



31

business and industry sectors can come together to help their communities achieve the Certified
Work Ready Community designation.

Work Ready Region : Building on Certified Work Ready Communities, Work Ready Regions bring
together their assets and leaders to create regional talent pools targeting existing strategic industries,
create an industry network of similar companies to lead the initiative, provide opportunities to develop
the current workforce and increase economic development opportunities.

Challenges

Beginning with the creation of the Governor’s Office of Workforce Development (GOWD), which oversees
Georgia Work Ready, Governor Perdue put tools in place to mitigate the typical challenges created by
bureaucracy and politics. By creating one office with the latitude to work with both state agencies and the
private sector, Governor Perdue created a means to more easily and efficiently reach individual
employers and job seekers.

Because collaboration across state agencies can be difficult, GOWD built Work Ready to work best at the
local community and region levels. By empowering local leaders to build the right partnerships among the
public and private sectors important to their communities, Work Ready was able to quickly establish its
benefits.

Speed has also been a factor in building Georgia Work Ready. To engage the private sector, Work Ready
needed to quickly show its impact. Local community and regional teams have “sold” Work Ready to their
local employers and encouraged job seekers to earn Work Ready Certificates. By engaging these
audiences, Work Ready has established itself as a valuable tool for both hiring and economic
development that has allowed it to take root statewide.

Enterprise

Businesses and individuals would not be able to receive as many benefits from Work Ready without the
assistance of its many partners.

The Technical College System of Georgia is the Work Ready service provider, offering Work Ready
assessments, skills gap training and job profiling services.

Public school system leaders, such as superintendents, high school principals and other faculty and
staff members, are vital partners in improving public high school graduation rates and preparing
students for future careers in their communities.

Members of local chambers of commerce recognize that Work Ready can help local communities
validate they have the workforce ready to fill the hiring needs for both existing and new industries.

Economic development professionals promote the benefits of Work Ready to Georgia businesses
and those thinking about moving to the state.

Community elected officials and community development organizations are crucial in building support
and increasing participation in the Work Ready initiative.

Culture

Two aspects of Work Ready — Certified Work Ready Communities and Work Ready Regions — are
seeding the initiative throughout the state at all levels and creating a culture of innovation and
improvement.

To date, 142 counties have made a commitment to earn Certified Work Ready Community status, a
designation showing they have the talented workforce that business demands and the means to drive
economic growth and prosperity. To earn the designation, counties must drive current workers and the
available workforce to earn Work Ready Certificates, demonstrate a commitment to improving public high
school graduation rates and build community commitment for meeting these goals. Each community has
created a team of economic development, government and education partners to meet the certification
criteria.

Building on the Certified Work Ready Communities, Work Ready Regions bring together their assets and
leaders to create regional talent pools targeting existing strategic industries and to increase economic
development opportunities.

Criteria for success includes creating industry-driven regional solutions to improving the high school
graduation rate, engaging at-risk and out-of-school youth, supporting high school and middle school
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career coaches, retraining dislocated workers, increasing post-secondary graduation rates and upgrading
the skills of the existing workforce. Each regional effort is being led by a local businessperson associated
with the strategic industry. This leader has assembled an industry network to ensure the region’s work
plan meets the needs of the industry, both current and future.

Results

Since its launch more than three years ago, Georgia Work Ready has transformed the state’s workforce
into our top competitive advantage. By ensuring workers have the best skills and training opportunities,

businesses are guaranteed to have the talent needed to succeed today and the resources they need to
meet future challenges. Milestones include:

119,000 Georgians have earned Work Ready Certificates

20 percent of Georgians earned Gold-level Work Ready Certificates, which translates to a skill level
ready for 90 percent of jobs nationally

Over 180 Georgia employers have completed over 365 Work Ready job profiles that specifically
outline the skills necessary for success

23 percent of profiled Georgia jobs require a Gold level or higher Work Ready Certificate

40 Georgia counties have earned Certified Work Ready Community status

4,800 unemployed Georgians landed a job using their Work Ready Certificate since March 2009

18 Work Ready Regions have been established through a competitive process to develop talent
pools aligned to growth industries. To date, regional efforts are making great progress in advanced
communications, advanced manufacturing, aerospace, bioscience, energy and logistics

The Georgia Work Ready Regional Industry Network incorporated by industry leaders committed to
sustaining Georgia Work Ready regional industry partnerships

Additionally, Georgia Work Ready received the 2009 ACT Community Development Award for its ability to
motivate counties to take part in the program and to enhance individual and business workforce success.
Within the state, Georgia Work Ready won the 2009 Georgia BIO Community Award for its work in
developing and sustaining Georgia’s bioscience Work Ready Regions. GOWD received the 2008
Governor’s Award in Customer Service for Team Excellence and the Technology Association of Georgia’s
(TAG) 2008 Excalibur Award for demonstrating exemplary competency in using technology to enhance its
business.

STRATEGIC INDUSTRIES and COMPETITIVENESS

Leadership:
DEcD

Background and findings:
Strategic Industries

o Economic development functions in Georgia are were not organized well, nor
coordinated.

o Georgia had no statutory incentive program for business to locate to the state, and often
played catch up with other states using non-statutory programs and grants.

Competitiveness
Coordination of Business Recruitment and Retention Efforts
Georgia had recently lost several high profile prospects

Poor communications among economic development entities was cited by prospects in
addition to few discretionary incentives available adequately to compete with surrounding
states

0 Strong interaction between the private and the public sectors currently exists but surrounding
states have added executive presence to enhance retention and attraction of companies
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o Financial Incentives
Incentives were broadly focused to compete but did not meet current economic
development needs

Current Incentives have not always addressed both capital intensive and non-capital
intensive investments as well as projects without significant job growth

0 Access to Financial and Intellectual Capital
Georgia has not continued to market itself sufficiently to the venture capital
community

o0 To stay competitive in the global economy, states must continue to focus on developing,
acquiring, and retaining intellectual capital

CNG Recommendations:
Strategic Industries Task Force

o Focus economic development efforts on growing the following industries in Georgia:
Aerospace, Agribusiness, Energy & Environmental, Healthcare & Eldercare, Life
Sciences and, Logistics & Transportation.

o Establish a statewide, centralized commercialization center to be the central point of
contact for identifying available research, commercialization opportunities and
appropriate points of contact.

o Coordinate economic development efforts through the Governor to ensure that all efforts
by the State are consistent, easy to access by those who do business in Georgia, and
focused on Georgia's strategic economic development plan. Establish and adhere to
timely, measurable goals.

o Establish a university-affiliated research park.

Competitiveness Task Force

o Create Governor's Cabinet for Economic and Workforce Development comprised of
relevant agency heads to coordinate the state's prospect process.

Focus financial incentives on industries as strategic to Georgia's growth.

o Develop and enact a plan to attract and maintain business investors and ideas and
research in Georgia.

Desired Outcomes:

A coordinated governmental effort to ensure that Georgia is competitive in landing new economic
development, as well as to ensure the fostering of successful industries which will bolster the
economy of Georgia and provide well-paying jobs to citizens.

Legislative Actions:

Strategic Industries Tax Credit (2005 HB 389)
Implementation Progress:
CNG Strategic Industries

The task force identified industries with the most strategic potential and best fit for Georgia’s future and
how to recruit enterprises in those categories into the state’s economic development base.

Reengineering:  The Global Commerce Division works to educate and help local communities to develop
business as well as marketing Georgia as ideal site for business growth. Based on the recommendations
from CNG Strategic Industries we have realigned our team to focus on these industries and continue to
grow these companies in Georgia:

In July 2009 the Global Commerce Division was restructured to include 5 industry-focused project
management teams and an international investment team. These teams are designed to
strategically align services and resources, thus providing industry expertise and knowledge to
companies looking to establish operations within Georgia. These newly-formed teams
encompass the following industries and areas: Aerospace, Defense & Advanced Manufacturing;
Agribusiness, Bioenergy, Food Processing & Logistics; Health Sciences & Advanced
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Technologies; Corporate Solutions; Innovation, Emerging & Small Enterprise; and the
aforementioned International Investment.

GDEcD'’s Existing Industry & Regional Recruitment Team was also updated in July 2009. This
regional team combines the Small Business and Innovation Regional Team with the Existing
Industry and Recruitment team. Project Managers are now assigned via the newly-defined 12
service regions. Further, the International Trade team has been expanded to maintain service
levels to customers, especially 100 employees and less, statewide.

A Business Communications team dedicated to Global Commerce was created specifically to
identify and develop new business marketing and communication tools. This team will work to
support both domestic and international operations within the Global Commerce Division.
Furthermore, this team will strengthen our relationships with communities and associations
through programs such as the Mentor-Protégé Connection.

Challenges:

In order to remain competitive we must continue to evaluate changes in the global marketplace
and reevaluate our business strategies to make sure every division is as effective and efficient as
possible.

In this economic downturn GDEcD is determined to work harder and smarter than our competition
in order to take market share and prepare when recovery begins to arrive.

Recovery depends to a great extent on_saving existing jobs, and growing new jobs & investment
Georgia is well-positioned for recovery:

o United States is world’s largest marketplace

0 Georgia is the hub of the Southeast

o0 One of the fastest-growing regions in the United States

o Georgia has the 4" highest number of Fortune 500 companies

o Georgia enjoys a diversified economy

Enterprise: Creating the structure and systems that enable enterprise-wide coordination of common
functions and shared services to make government work better and cost less.

Culture: Creating culture of innovation, improvement, and public service to make progress a sustainable,
systematic expectation of government.

Results: 2003-2009

2003 — 8433 jobs and $1.372 billion investment

2004 — 11,792 jobs and $2.06 billion investment

2005 — 16,648 jobs and $2.752 billion investment
2006 — 20,789 jobs and $4.65 billion investment

2007 — 19,006 jobs and $3.61 billion investment

2008 — 17,286 jobs and $3.232 billion investment
2009 — 18,022 jobs and $3.571 billion investment
(YTD) 2010- 4,747 jobs and $802.6 million investment

SERVICE DELIVERY

Leadership:

Department of Community Affairs
Background:

There is no documentation what services the State provides to citizens.
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Information about which method of delivering services to citizens is most effective and efficient
should be examined.

There is little coordination between entities which provide services to citizens.
CNG Recommendations:
Replace RDCs with Regional Commissions

Replace RDCs with Regional Commissions (RC), establishing new governance, funding and
accountability structures (specified in full report).

Legislative Changes
Incorporate proposed changes in 2008 legislation.

Implementation of Changes

Changes in board structure become effective July 1, 2008, in the coastal region.

All other changes become effective July 1, 2009, including new Regional Commission
boundaries

Implementation:
Context

In its role of enhancing Georgia’s statewide service delivery structure, the Commission for a New Georgia
appointed a subcommittee to examine the structure and role of Georgia’s Regional Development Centers
(RDCs). This subcommittee, chaired by Paul Wood, President and CEO of Georgia EMC, determined
that the Regional Development Centers played a vital role in the state’s service delivery system, but also
noted that the quality of services provided varied significantly among the sixteen RDCs. Of particular
interest to the committee were the following disparities:

Funding : because the existing funding structure was largely population-based, those RDCs
serving Georgia’s most rural areas were at a significant financial disadvantage to those serving
more populated areas. Regions with populations of less than 250,000 were, in many cases, those
with poorly performing RDCs

Staffing : Some RDCs faced a challenge in hiring and maintaining professional, well-qualified
staff, due in large part to funding inequities

Services Provided : the subcommittee noted wide discrepancies in the quality and types of
services provided by each RDC

RDC board governance : The existing system left board training and development to the
discretion of the executive director and staff of each RDC, which had, over time, created a
regional system driven by the wishes of the executive directors rather than the board members
and the local governments they represented.

Big Goals

The task force envisioned a new form of regional service delivery that would address these
acknowledged inequities and provide uniform, high quality services to all of Georgia’s citizens and local
governments, no matter the population of the region. The task force recommended restructuring the
existing Regional Development Centers into Regional Commissions, which would require a change to
state law. The chief recommendations for this new structure were:

Establish new governance structures  for the Regional Commissions that would empower the
board members to guide the work of the commissions to enhance the quality of services
provided, in accordance with the unique needs of each region

Restructure the existing sixteen regional boundarie s to match the state’s twelve service
delivery region boundaries and mandate minimum population requirements for each region.
While politically unpopular in some areas of the state, this recommendation was seen as
absolutely necessary to create a critical mass of residents in each region. Doing so would
generate the minimum regional aggregate average dues for each Regional Commission as a
condition for receiving state funds.
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Enhance state financial support to all Regional Commissions to enable them to provide a
variety of services. These services would, to some degree, be determined by the individual staffs
and boards of each commission, in order to address the most critical needs of the regions.

Reengineering

In order to make this vision of high-quality services delivered to every region of the state, no matter its
population and fiscal capacity, Representative Ron Stevens introduced HB 1216. The Governor’s Office
strongly supported the bill, which was the subject of much spirited debate and many suggested
amendments prior to its passage during the 2008 legislative session of the Georgia General Assembly.
The bill was signed by the governor and the provisions contained in the bill became effective July 1, 2009.

Challenges

Significant change is seen frequently as a threat to the status quo, and often will bring with it strong
opposition by those who perceive change as a negative. Because HB 1216 changed not only the
boundaries of the former Regional Development Centers, but also the number (reducing the total from
sixteen to twelve), the opposition to these changes was quite intense at times, culminating in a legal
challenge to the proposed new boundaries of the Regional Commissions in Superior Court. The
boundary changes were considered a linchpin for the success of the new service delivery system, since
regional governance, state funding, and statewide equity hinged upon these new boundaries. The final
decision of the court found in favor of the state, precipitating the ratification of the boundaries by the
newly appointed Councils for each region. By July 1, 2009, the State of Georgia had aligned its new
Regional Commission boundaries with the twelve Service Delivery Regions recognized by state
government.

Enterprise

Two of the main goals of the Commission for a New Georgia in redesigning the state’s regional service
delivery were creating a higher level of efficiency and an increased accountability among the boards of
the Regional Commissions. The significant outcomes of this new structure are:

Changes to the board structure of each Regional Com  mission . The new law provides for

three appointments by the Governor, one by the Lieutenant Governor, and one by the Speaker of
the House to each commission’s governing council. These appointments are meant to provide a
level of equity among each of the commissions, and provide the state with a voice in each region.

A reduction in the number of council members for ea ch Regional Commission.  The current
structure provides that the Chair of each county Board of Commissioners in the region, as well as
one elected official from each municipality, be included on the Regional Commission Council.
These Councils create more efficiency in the regional structure while providing representation
from the public and private sectors. The new structure is designed to give the Council Chair and
members greater leadership roles than in the past.

Increased accountability for each Regional Commissi on and its board. The Department of
Audits and Accounts has conducted a test audit of one region and will begin annual performance
audits of selected Regional Commissions in fiscal year 2011. Going forward, the Department of
Audits will conduct four audits per year of all state funds received by each regional commission,

completing the twelve Commission audit cycle every three years.

Creation of the Commission on Regional Planning . The Service Delivery Task Force
recommended this commission as an oversight tool. The Commission will be chaired by the
Governor, with membership including the commissioners of state agencies and authorities that
contract with Regional Commissions for the delivery of services. In addition, the chairs of each
regional council will serve as members, and the executive directors of the regional commissions
will serve in an advisory capacity. This commission should provide a forum for better efficiency in
service delivery, reduced costs, and state level accountability that has not existed in the past.
The creation of the Commission on Regional Planning is contained in House Bill 867. Passage is
expected during the 2010 legislative session.

Culture

Each Regional Commission faces challenges in its delivery of service to Georgia citizens and local
governments. These challenges require innovative leadership, dedication to excellence, and a sense of
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accountability at all levels. The Commission for a New Georgia envisioned the Regional Commission
boards exemplifying these qualities and passing them on to the leadership and staff of each commission.
To that end, the Department of Community Affairs contracted with the Carl Vinson Institute of
Government to create a governance development program for regional commission council members.
This program was designed to provide identical training to all Regional Council statewide. Through this
uniform training, the Department expects to increase the level of awareness among board members as to
the gravity of their roles.

A commitment to customer service has been one of the tenets of this administration, and one that we plan
to pass on to future leaders. To ensure enhanced customer service among Regional Commission staff,
the Department contracted with the Carl Vinson Institute of Government to develop and implement a
training program for all regional commission staff throughout the state. This program is designed to
ensure consistent quality and delivery of services to member governments.

Results
The following is a list of quantifiable results.

The Georgia General Assembly passed legislation was to implement the recommendations of the
Service Delivery Task Force.

The state realigned the boundaries of the Regional Commissions, consolidating the commissions
to reduce the number of regional agencies from sixteen to twelve. The new regional boundaries
are coterminous with state service delivery region boundaries and were ratified by each Regional
Commission Council.

The Georgia General Assembly authorized additional state funding to support the operations of
Regional Commissions in the 2010 state budget.

The Department of Audits and Accounts is in the process of completing the Regional Commission
audit template.

The Department of Community Affairs and the Carl Vinson Institute of Government developed
and implemented training programs for Regional Commission Council members and Regional
Commission staff.

Legislation was introduced during the 2010 legislative session to create the Commission on
Regional Planning.

Leadership:
Jeff Strane
Background:

No coordination of aircraft assets exists within state government, resulting in suboptimal
utilization and operation of aircraft, facilities, and procurement.

Aviation costs are higher than necessary because of duplication of efforts inherent in a
decentralized organization.

No standardization of:

Safety Programs

Leadership and Management
Scheduling and Dispatch

Operations and Maintenance
Procurement

Cost Measurement/Business Controls
Training/Professional Development
Compensation

O O O 0O O 0o o
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CNG Recommendations:
Consolidate leadership and operations.
Align the fleet, facilities and missions.

Standardize safety/risk management, operations, maintenance, training, procurement and
communications.

Establish a consolidated fleet and facility plan and planning process.
Refurbish the Economic Development Gateway (Fulton County Airport facility).
Eliminate all Federal surplus aircraft.
Establish a user billing process to recoup all costs.
Establish coordinated aircraft scheduling with leadership team oversight.
Engage with industry/trade organizations.
Desired Outcomes:
A more efficient use of state-owned aviation resources.
A reduction in the number or state-owned aircraft.
A reduction in the number of state aviation facilities.
Consistent aviation services or an improvement in aviation service quality.
Governor’'s Actions:
Proposed SB85
Legislative Actions
Senate Bill 85, passed
Implementation Progress
SB85: Establishing the Georgia Aviation Authority
Issues and Background
By statute DOT owned the State’s aviation assets, including all planes and helicopters.

Four State agencies (State Patrol, Natural Resources, Forestry Commission, Regents) operated
aviation fleets through memorandums of understanding with DOT.

Over the years these agencies have established independent aviation operations, with no
consistent asset management policies or safety standards.

o No standard aircraft specifications, maintenance practices or training and safety policies.

o No accurate inventory or information on State-owned fleet assets: number, condition,
age and types of aircraft and their uses.

o No statewide data on utilization, basing (hangars), and aviation-related personnel and
maintenance costs.

A Commission for A New Georgia task force of aviation management professionals concluded
that a consolidated/coordinated and standardized operation would increase safety, decrease cost
and deploy assets more efficiently.

Task Force Facts and Findings

Five state agencies own a combined total of 85 aircraft (55 in agencies, 30 in education)
representing, 20 different types with vintages dating to the Vietnam era; 45 aircraft are over 20
years old .

Aircraft are based in 18 locations statewide.
By professional aviation standards, state operations are deficient in critical areas:
o No external audit of operations and safety

o No statewide policy for maintenance, training, aircraft specifications, or purchase and
disposal of aviation assets
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o No mechanism for coordinating assets and functions, resulting in duplication of
administrative services, a high ratio of personnel, and no economies of scale to reduce
costs for maintenance and spare partsSB85 / 2

Task Force Recommendations

(Full Report posted on CNG website: <newgeorgia.org>)
Consolidate leadership and operations.
Align the fleet, facilities and missions.

Standardize safety/risk management, operations, maintenance, training, procurement and
communications.

Establish a consolidated fleet and facility plan and planning process.
Refurbish the Economic Development Gateway (Fulton County Airport Facility).
Eliminate all federal surplus aircraft.
Establish a user billing process to recoup all costs.
Establish coordinated aircraft scheduling with leadership team oversight.
Engage with industry/trade organizations.

Advantages of Consolidation

Cross-utilization of aircraft — Each
agency currently uses aircraft to cover
its own missions. Using aircraft to
meet missions from multiple agencies
rather than one agency will enable the
state to cover existing missions with
fewer aircraft.

Standardization of aircraft — The
state’s fleet currently has many
different types of aircraft. Reducing
the many types of aircraft to the
necessary minimum will enable the
state to standardize maintenance and
training, thus reducing costs and !
safety risks. :

Modernization of fleet — Over 59% of
the state’s fleet is over 20 years old. Replacing older aircraft will eliminate the higher costs of
maintaining an aging fleet and help ensure the highest level of safety capabilities.

Maintenance — The largest component of the total cost of owning an aircraft is maintenance.
Cross-utilization, standardization, and modernization will reduce maintenance costs.

A Professional Organization — The agency will establish a unified team of aviation professionals
to ensure a new level of safe, effective, and efficient aviation operations.

Resources for aviation operations — A consolidated operation or new agency will establish
reserves to cover the ongoing maintenance and replacement costs of the aircraft to ensure
continuous mission coverage and aircraft safety.

Georgia is moving from and “Agency” model to an “Asset” based business model
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RISK MANAGEMENT

Leadership:
DOAS
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Background:

The current risk financing and cost allocation system is not designed to promote and create
proper incentives for preventing and reducing losses.

Significant opportunities exist for the risk management division to encourage and coordinate the
critical function of loss prevention.

The current cost allocation system appears to be dated and in need of a substantial review,
including record keeping and accounting systems for losses and expenses.

CNG Recommendations:
Loss control needs to be integrated more fully into the risk financing program.

The incentive-based cost allocation system should be overhauled. Operating units with higher risk
and loss producing activities should bear a more equitable proportion of loss costs.

A greater emphasis should be placed on gathering and using performance data, in order to
construct a robust information system.

There should be greater use of the information from the external actuarial evaluations in
managing the program.
Risk management should be a smaller, management oriented division with capable technical
personnel.
Break the advisory council down into separate smaller and more focused units.
Implementation Progress:
Department of Administrative Services - Risk Manage  ment Services

The Risk Management Task Force discovered several opportunities for improvement in their evaluation of
the Risk Management Services (RMS). The Risk Management Task Force documented six findings and
made recommendations on each. When implemented, these findings would transform Risk Management
Services into a more efficient and effective organization. Those findings were in the following areas:

Organizational Structure and Personnel
Cost Allocation

Performance Measurement

Loss Control

Actuarial Analysis

Claims Litigation Management

Since the Risk Management Task Force report was issued in July of 2007, Risk Management Services, a
division of the Department of Administrative Services (DOAS), has acted on each of the Task Force’s
recommendations. A summary of those actions and a description of the current state of Risk
Management Services follows.

Organizational Structure and Personnel

In June of 2008 a new director was hired. The new director is a classically trained risk and insurance
professional with more than 20 years of risk management and claims experience. Because of his
experience, the new director was also able to assume the role of claims manager as well as risk finance
manager. In 2008, Risk Management Services hired two professionally qualified, experienced and
trained loss control officers. Information Technology staff were also added to support upgrades in the
claims management system.

Cost Allocation

In 2006, premiums were equally divided between exposure and experience and there existed no
mechanism for incentive based cost allocation. Now, cost allocation has been adjusted to an
experienced based model with 80% of the premium now based on an agency’s relative loss experience.
Those organizations that adversely impact the state’s trust fund balances with above average claims
experience now pay proportionally higher premiums.

Performance Measurement
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RMS now produces and distributes claim loss data on a monthly basis to all state agencies and to sub
entities when requested. RMS has upgraded its claims management system to create a more useful
database of statistics. In addition, fields in the system have been standardized and data updated in order
to quickly identify loss trends. All state agencies can now have their programs evaluated from a risk
perspective. More comprehensive loss data can be found in the Annual Risk Report published by RMS.

Loss Control

RMS supported a significant change in its enabling legislation to increase its authority over loss control
activities. On July 1, 2008, Senate Bill 425 was signed into law giving RMS the authority to adjust
premiums and use financial incentives and disincentives to gain agency compliance with loss control
activities including risk management best practices. The implementation of SB425 is known as the
Comprehensive Loss Control Program (CLCP). Leveraging years of agency specific claims data, RMS
developed the CLCP to support loss prevention activities in each participating state agency. The Loss
Control officers serve as consultants to the agencies so that each agency’s programs can be customized
to its specific exposures.

The CLCP mandates a philosophy but does not dictate a format. Each agency is free to develop a
program or use the best practices of other agencies to develop their own unique system. In either case,
the RMS loss control officers help guide the agency through the process then evaluate the effectiveness
of the program using recent claims data. As noted above, each agency receives its claims data on a
regular basis to determine the best use of loss control resources. All agency information is categorized
and reviewed frequently in order to quickly identify correlations and rapidly react to emerging loss trends.

RMS loss control officers also publish and distribute a monthly safety bulletin to create an awareness of
safety issues. Topics range from proper lifting and fire prevention to driving tips during deer season.
RMS loss control officers develop broad educational based communication to contribute to the culture of
safety in each state agency.

Actuarial Analysis

Every year RMS contracts with an outside firm to conduct an actuarial analysis of its casualty trust funds.
Prior to the Task Force review, the actuarial analysis was typically only evaluated by the accounting
department of DOAS. Now, the actuarial analysis forms the foundation for all casualty program funding
requests. The report is distributed throughout DOAS and the Office of Planning and Budget (OPB) so
that the funding needs of each trust fund can be clearly understood and budget requests are justified by
outside financial experts. The RMS director presents this data to the DOAS Commissioner and OPB
when the report is received each June.

Claims Litigation Management

The CNG Risk Management Task Force correctly identified a complicated issue facing Risk Management
Services. RMS has the responsibility to supervise the trust fund but in certain litigated cases, the attorney
general’s office has the authority to manage the litigation. The attorney general’s office does not have
any responsibility for the financial management of these trust funds. To address this situation, RMS and
the attorney general’s office have entered into a Memorandum of Understanding in which the two
organizations form a partnership to work together on the resolution of litigated claims. In addition, the
attorney general’s office has moved away from the outsourced Special Assistant Attorney General
(SAAG) model which contracted the handling of most litigated claims. The AG’s office and RMS
regularly meet to discuss the resolution of cases as well as trial strategy for those cases proceeding to
trial. RMS retains settlement authority.

Summary

The Commission for a New Georgia Risk Management Task Force made relevant and specific
recommendations to DOAS-RMS. Those recommendations formed the bases of the transformation of
RMS. The new RMS supports all state agencies in a more effective and efficient manner as a result. In
combination with SB425, RMS now has the authority to implement the Task Force recommendations to
have an even greater impact on state agencies. The CLCP is significantly reducing the number of new
injuries suffered by state workers. Since its inception, the CLCP has lead agencies to change procedures
that have avoided over 700 new workers’ compensation claims in just the first 16 months. In all RMS
lines of business, nearly 1250 claims have been avoided with the new emphasis on safety and loss
prevention. That represents an 11% reduction in new claims which translates to over $4.5 million in initial
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cost avoidance to the state. RMS is moving the dial on safety making Georgia one of the best managed
states in America.

INFORMATION TECHNOLOGY MODERNIZATION

Leadership:
Patrick Moore, GTA
Background:

There exists no uniformity in technology across state government- some agencies have new
technology, the technology of others is older than 6 years.

While state agencies have diverse missions and need flexibility, there exists common IT needs
across state government.

CNG Recommendations:
Administrative Services Task Force

Refocus the Georgia Technology Authority (GTA) to enact its mission - to develop and
promote IT planning, implementation and management.

Desired Outcomes:
Establish an Enterprise Architecture process for shared I.T. services.

Increase the number of funded projects completed on time and under budget by the end of the
next three years.

Increase customer satisfaction by the end of the next three years.

Increase the number of state entities complying with I.T. standards and architecture requirements
by the end of three years.

I.T. operations will have reduced downtime by the end of the next three years.

Capture savings: Telecom ($370,000/year; $2,220,000 one time), Modernization ($700,000;
$10,300,000; $7,300,000)

PUBLIC FINANCE

Leadership:
Tommy Hills, CFO
Background:
The state has a history of strong financial performance, earning it a AAA bond rating
Population growth will require significant infrastructure investments in the future.
CNG Recommendations:
Preserve the State’s AAA Ratings
Revise Georgia’'s Constitution
Improve Debt Management Practices and Strategies
Leverage Conduit Issuers
Support Private Equity
Desired Outcomes:

The state should have state-of-the-art finance programs and capital mechanisms, while remaining
financially prudent and conservative.

The state will maintain its AAA bond rating.



Legislative Actions:
Legislation Passed: HB509, HB319, SB284, SB227
Implementation Progress:

Initiative Date Began
Five-year financial plans for revenue, operating FYO07
expenses and capital requirements

Revenue Shortfall Reserve Consolidation and Cap Summer 2005

increased to 10%

Debt Management Policy

2005 CAFR within six months of year end close December 31, 2005
PeopleSoft Financial Upgrade July, 2006

Constitutional Amendments for revenue bonds and
“estimated annual debt service” wording change

Use of variable rate debt, informally hedged against 12/06 first use
treasury balances

Create new Georgia Higher Education Authority

Private equity vehicles investment option for 2007Legislative
pension funds Session
Exchange traded funds — investment option for

pension funds

Other post employment benefit fund to accrue future
health benefit costs for retirees

State and political subdivisions can enter into
derivative contracts

Development of derivative policies and procedures Under development
by GSFIC

Appropriate state funds to enhance seed capital and
venture lab funding
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Status
FY 07 Budget

HB509 Passed

Adopted
Completed
Completed

Additional study
needed

Adopted, Future
use based upon
market conditions

Created
SB80 introduced

HB319 Passed
SB284 Passed
SB227 Passed

Complete by fiscal
year end

COMMUNITY CARE FOR BEHAVIORAL HEALTH

AND DEVELOPMENTAL DISABILITIES

Leadership:
B.J. Walker
Background:

Inequitable grant-in-aid funding model not related to population or service needs.

Inconsistent CSB quality for financial, business, and treatment practices.
Over-utilization of state hospital system, high readmission and drop-out rates.

Lack of consistent, evidence-based practice by CSBs/Providers.
No unified system for children and adolescents.

No effective interventions for adult offenders.

Inadequate utilization management.

Inadequate accountability for outcomes by service providers.
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Ineffective IT/MIS system.
Inconsistent access system.

CNG Recommendations:
Establish a fee for service provider system.
Require the use of evidence based/best outcome practices.
Develop and open, competitive CSB/provider environment.
Establish greater accountability for outcomes and performance.

Provide appropriate utilization of the Georgia State Hospital System and reinvest saved dollars
into community care.

Establish a Single System of Care for children and adolescents.

Develop an effective intervention program for the MH/AD needs of the adult offender
population.

Desired Outcomes:
To become the best system in the country.
To transform Georgia into being a great state for behavioral healthcare and developmental
disability.
Implementation Progress:
Implementation Initiative
Selection of an ASO to provide utilization management and review, IT/MIS systems and claims
payment and development of a single point of entry system by Fall ‘05
A fee for service pilot program for the Southeast MHDDAAD region

Providers will be evaluated using new service rates allowing providers to prepare for fee for service as
well as MHDDAD to realign it resources. Special areas of concern to be addressed are: fees to be paid,
cash flow transition planning , reimbursement process and utilization of best practices

Full implementation for core services to occur

A list of acceptable evidence-based practices and high outcome programs for all CSB/providers to be
developed.

Provide training options for all CSB/providers for evidenced based practices and high outcome
programs. The programs will be focused on improving skills, knowledge, and attitudes of frontline
service providers.

MHDDAD to develop a new CSB/provider contract to include specific performance and outcome
criteria. Contracts should focus on key outcome indicators and seek to eliminate and minimize
unnecessary regulatory paperwork and procedures.

Competitive process for bids on opportunities

Fully competitive environment

MHDDAD to develop agreed upon performance outcomes measure

A system for gathering and post the performance outcomes to be developed by the ASO.
Form enlarged Governor’'s Advisory council

Identify and/or make provisions for anticipated acute care admissions to Med surgical and/or CSUs in
each region.

No longer place acute care admissions to state hospitals.

Develop alternative placement for approximately 1300-1500 DD and long term care patients.
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Utilize the Child and Adolescent Infrastructure Grant Executive Committee, composed of various state
agencies, family members, and stakeholders to develop a plan of implementation which will ensure the
implementation of the Systems of Care at state, regional, and local levels throughout Georgia.

The Governor’s Office working with CNG should establish a new Task Force to undertake the planning
for an effective adult offender mental health/addictive disease intervention program for Georgia.

TOURISM FOUNDATION

Leadership:
Department of Economic Development
Background:
Fragmented and inefficient marketing
Lack of common vision to leverage revenue potential
Redundant organizational structures

The size of Georgia’s marketing budget is substantially lower than the surrounding states, and,
after adjusting for inflation, has shrunk over the past ten years.

Georgia’s share of SE leisure tourism declined from 11.7% in 1995 to 10.2% in 2002, or a loss of
$271 million in visitor expenditures.

The current plan primarily provides a regulatory framework for development along the Georgia
coastline, but doesn't include input from affected industries and state agencies.

Only select tourism jobs are eligible to receive training through Quick Start.

Job Tax Credits (JTC) are not promoted to the tourism industry, and they don’t accommodate
seasonal or part-time nature of tourism jobs.

Few alternatives available to attract capital investment in tourism (OneGeorgia funds).

By adopting and overly broad interpretation of what constitutes “local marketing,” some local
jurisdictions are not spending hotel/motel tax revenues in accordance with the state regulations
regarding eligible expenditures.

Business-level compliance with hotel/motel tax is also a current problem. Some lodging
properties are under-reporting and under-paying hotel/motel taxes.

The current law has strayed substantially from the original intent from when it was first adopted,
which was to allocate at least 40% of the revenues from hotel/motel tax for local tourism
marketing.

CNG Recommendations:
Consolidate Georgia’s tourism agencies into a single focused business unit or authority
(Option 1 for Recommendation 1) — Enable public/private marketing partnerships.
(Option 2 for Recommendation 1) — Create a tourism authority that markets only.

(Option 3 for Recommendation 1) — Create a tourism authority which would consolidate selected
tourist assets into one organization.

(Option 4 for Recommendation 1) — Create a tourism authority which would consolidate the
majority of tourist assets into one organization.

Assess the performance of assets and determine a long term strategy for each organization.
Substantially increase the state appropriation for tourism marketing, advertising, and research.

Coordinate with other state agencies to develop a comprehensive master development plan for
Coastal Georgia.
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Investigate current and new incentives to stimulate tourism job growth and capital investment.
Implementation Progress:

The Task Force looked at the full spectrum of public and private tourism-related attractions and the
possibilities for greater collaboration and a better-coordinated campaign to market Georgia destinations.
More than 9,000 tourism-related businesses employ 200,000 Georgians and generate $16.1 billion for
communities and the State.

New Tourism Authority

GDEcD’s Tourism Division continues to strategically deliver economic development throughout
the state by attracting tourists from within and outside the state

Develop a Long-Term Strategy
Attached are the Tourism Division’s Gap-Analysis and long-term strategy plans
Expand Public & Private Funding

The Task Force recommended actions that would enable public and private enterprises
consolidate resources and efforts in promotions and advertising and to create a tourism authority
which would consolidate state entities, saving on operational costs and directing a unified
statewide tourism strategy. The Georgia Tourism Foundation was created by the legislature in
2005.

Georgia Tourism Foundation
Goals:

Increase Tourism spending in Georgia by an incremental $1 billion per year

Establish public/private funding — not just “fundraising” but actual partnership in media strategy
and purchasing — travel industry partners currently spend approximately $38 million per year on
advertising Georgia assets.

Develop proposal for funding — other states funding models are currently being reviewed
5 components/ phases in a five-year plan:
0 Marketing Plan (began development 11/09) / conversion study (current)
0 Economic Impact research — develop measurement tools to track increase (Q1 FY11)

0 Advocacy plan for legislature (messaging & positioning to be delivered through Georgia
Chamber) (Q2 FY11)

Creative Development and final detailed media plan
0 Execution of media plan

Foundation has completed a marketing/media plan of approximately $15 to 18 million each year
(will be reviewed by foundation board Q4 FY10)

Plan would deliver in excess of 1.4 billion consumer impressions (current is less than 60 million)
using very conservative estimates, this would potentially drive an additional 2.1 million tourists
(including in-state travel) per year and attain the goal of an additional $1 Billion in tourist’s
expenditures.

Foundation is working with Meredith Publishing (BH&G, Good House Keeping), Time-Life
(Southern Living), Madden Media (Oprah, Newspaper Insert Programs in 40 states), Budget
Travel and Compass Marketing to establish industry average conversion rates for travel related
advertising. Final estimates of total media will be based on findings.

Goal is to be in the advocacy phase prior to calendar 2011.

In addition to execution of the long-range plan, our short-term goal is to expand the current co-op
advertising programs. The Foundation is developing an RFP to negotiate aggregated media buys
in with our Tourism partners (DMOs, CVBs. Attractions, lodging properties and State Parks)
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LEADERSHIP DEVELOPMENT

Leadership

State Personnel Administration
Background:

Scattered

Sporadic

Does not identify the true leaders
CNG Recommendations:

Establish a State Government Executive Leadership Program to train and prepare current and
future state government leaders.

Start creating the culture and setting expectations for how we should serve our customers.

Imbed process improvement and cultural development methodologies to drive continuous
improvements.

Create a General Information Call Center.
Improve the performance of existing call handling services.
Implement a Virtual Call Center (remote worker) program.

Implementation Progress:
Curriculum Description for Executive Leadership Dev elopment Program (ELDP)

The Georgia ELDP is a one-of-a-kind program in the United States. While other states may engage in
various elements of the ELDP, no other state has made such a rigorous and intensive commitment to its
high potential employees.

The ELDP curriculum is anchored in three core elements:

1. Comprehensive assessment
2. Individual coaching
3. A challenge-centered leadership development process

Assessment

Each ELDP participant completes an all-inclusive battery of assessments that provide insights into their
leadership behavior and potential.

360 degree feedback instrument — provides feedback from managers, peers, and subordinates
on the relative strengths and weaknesses of each participant based on core competencies

Hogan Assessment — provides feedback on leadership and personality preferences, potential
career derailers, and intrinsic values

Career Achievement Record — A participant self-report of his/her career history, career
aspirations and development needs

Manager Evaluation Form — Manager's assessment of the participant’s potential to perform
effectively in a larger role and the department areas he/she should focus on to drive success
Decision Styles Instrument — Provides participant and coach with predictive information regarding
ability to engage in executive level work

Assessment Simulation — Provides coaches the opportunity to observe participants in high-stress
situation

Coaching

Each participant has their own individual coach who works with them for the duration of the program
cycle. Coaches are selected based on experience and maturity. Coaches are responsible for guiding
each participant through the feedback they receive and for assisting them in the completion of an
individual development plan. Coaches also assist participants in their leadership challenge, which is
outlined below.

Challenge Centered Leadership Development
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In traditional leadership development approaches, participants are exposed to a body of material
regarding various aspects of leadership. In the ELDP, however, leadership learning takes place in the
context of an agency challenge that each participant is responsible for addressing. The expectation is that
they will perform in the “CEO role” in order to successfully address their challenge. Over the course of
several months, participants meet for “just in time” learning and coaching that is appropriate to their
progress against the challenge. Peer feedback, large group sessions, and individual coaching are
employed as learning tools for the participants. Participants read “Make Success Measureable” and “The
Discipline of Teams”.

They also receive information in the following subject areas:

Self Performance - Innovation

Leadership Styles and Influence - Negotiation

Leading and Managing Change - Strategy

Alliances and Collaboration - Using Stories to Drive Change
Reengineering Work and Jobs - Early Wins/Momentum
Performance Disciplines for Small Groups - Performance Management
Government in a World of Markets, Networks, and - Media Relations

Organizations

Prior to 2009, the Georgia Leadership Institute - established based on the recommendations of
the Commission for a New Georgia — offered the Executive Leadership Program which focused
on developing the executive team in our state agencies. This development was designed for the
agency head and their direct reports, was short in duration and covered primarily team building
exercises.

As the vast majority of agencies completed the program, we turned our focus and resources on
developing the state’s high potential individuals. The Executive Leadership Development
Program (ELDP) was designed to prepare this group of high potentials to successfully take on the
responsibilities and challenges faced in an Agency Head or Commissioner role.

The foundation of this program is the Leadership Success Profile. This profile is the summation of
key attributes that portray successful leadership of a state agency. Initially, the program focuses
on several in-depth assessments which also capture feedback from peers, managers and direct
reports.

The development phase of ELDP is a rigorous challenge centric program which provides them
the experience required and sharpens the skills necessary to lead a state agency.

This challenge centered development forces the participants to execute one of their agency’s top
strategic challenges. The challenge develops the participant by ensuring the individual drives for
results that are dependent on individuals outside their sphere of influence. We provide them with
external coaches and internal agency head mentors to assist the participant in accomplishing the
challenge.

In March of 2009, we started the first cycle of this program with 32 participants that were selected
by agency heads and vetted through the office of the Governor. The second cycle has just kicked
off with an additional 28 leaders. There will be a 3" cycle in Fiscal Year 2011. Each cycle formal
assessment and development is approximately 12 months in duration; however their
development is further extended by informal networking and sessions.

The challenge projects designed by the participants in the first group are already producing
tangible results which are moving Georgia one step closer to Governor Purdue’s vision of being
the “best managed state”. Upon completion of the program, these participants will provide a
strong bench of candidates capable of leading Georgia’s agencies for years to come.
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FREIGHT AND LOGISTICS

Leadership:
Logistics Innovation Center
Background:
Infrastructure constraints
Railroads and air cargo
High Fuel Costs
Environmental Impacts
Cargo Security
Safety issues
CNG Recommendations:
Identify and market GA'’s differing advantages (Outreach and Collaboration).
Establish a statewide “Freight Mobility Information Exchange” (Outreach and Collaboration).
Identify, establish, and promote freight corridors and hubs (Data, Tools, and Talent).
Promote and Support workforce, training, and educational programs (Data, Tools, and Talent).
Conduct a public and private inventory of all rail assets in the state (Data, Tools, and Talent).

Develop a demand driven strategic statewide freight and logistics plan (Planning and
Infrastructure).

Make future infrastructure plans more durable (Planning and Infrastructure).
Create a supportive business model (Planning and Infrastructure).

Establish a focused freight and logistics division within the Georgia DOT (Planning and
Infrastructure).

Implementation Progress
Context: The “Current State” of the Georgia’s Logis tics Ecosystem

The logistics industry is essentially the sum of its trucking, rail, air-cargo, warehousing and services
industries. Like an ecosystem, which is formed by the interaction of a community of organisms with their
physical environment, the elements of this “industry of industries” interact with each other and so depend
on each other directly or indirectly.

Georgia is known for many things; from Tybee’s beaches to the Blue Ridge Mountains, from peaches to
poultry, and from Coca-Cola and Delta Airlines to The Home Depot. Every place we go, product we buy
or successful company we can think of, it somehow involves and likely relies upon logistics, and Georgia
is indeed the “State of Logistics”.

First, Georgia is the “State of Logistics” because of our impressive “inventory” of assets... A few
highlights include: 21,200 miles of highways used by over 1M trucks per week, and 5,000 miles of railroad
track to deliver cargo valued at $200 billion all over the country. Additionally, our State has a distinctive
geographical “corner store” advantage being home to the 4" largest, fastest growing and one of the most
efficient seaport container terminals in the Nation. Meanwhile, “above” all this activity 788 million pounds
of air cargo flew into Georgia and close to 1 million pounds went out in 2007.

Second, Georgia is the “State of Logistics” because of our innovative focus and bright future... We all
know that research, technology and partnerships can help drive competitiveness in any industry, and
Georgia’s Centers of Innovation provide focused expertise and resources to uniquely assist the State in
attracting and growing businesses in our strategic industries. The established supply-chain-technology
community in metro Atlanta complements our statewide university and technical college system, which
offers over 100 programs with logistics-related classes, certificates and degrees. This is all making
Georgia better positioned every day to handle the forecasted volumes of cargo coming our way.

In acknowledgement of these factors a CNG Freight & Logistics Task Force was established and
conducted a series of public listening sessions and intra-state-agency workshops and meetings that
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included 11 state agencies, all resulting in the following 9 actionable recommendations, which fell into 3

categories:

OUTREACH AND COLLABORATION

1) Identify and market GA's differing advantages

2) Establish a statewide “Freight Mobility Informat ion Exchange”

DATA, TOOLS AND TALENT

3) Identify, establish, and promote freight corrido rs and hubs Promote and Support workforce,
training, and educational programs

4) Conduct a public and private inventory of allra il assets in the state

PLANNING AND INFRASTRUCTURE

5) Develop a demand driven strategic statewide frei  ght and logistics plan

6) Make future infrastructure plans more durable

7) Create a supportive business model

8) Establish a focused freight and logistics divisi on within the Georgia DOT

Existing Industry Presence Georgia is home to nearly 11,000 providers of logistics services,  from
core transportation and facilities, to third party logistics and software providers, and ranks as the 5
largest overall logistics employer in the nation. Companies like Delta Airlines, UPS, SAIA, and Manhattan
Associates are headquartered here along with major players in logistics such as Home Depot, Coca-Cola,
Newell-Rubbermaid, and Gulfstream. Additionally, every sector of logistics is supported by active trade
associations in Georgia and Atlanta is a popular location for many major logistics industry events.

Air Transportation

Home to the world’s busiest passenger airport (90 million passengers per year) and world’s largest carrier
Delta Airlines, Atlanta’s Hartsfield-Jackson International Airport (HJIA) is also recognized as the 11th-
largest air cargo hub. HJIA hosts 12 cargo-only carriers and has more than 1.5 million square feet of
cargo handling space. HJIA also serves six continents and allows business travelers to reach 80 percent
of the U.S. market within two hours of flight time and any major North American city within four hours.
Lastly, through Georgia’s network of 144 public and private airports, companies can easily access
locations statewide.

Ground Transportation

On any given week, a combined 5.9 million tons of freight move across Georgia’s 1,200 miles of interstate
highways and 20,000 miles of federal and state highways. With 4,700 miles of rail, Georgia has the most

extensive rail system and largest intermodal hub in the Southeast. Georgia is served by two Class-1
railroads and 24 short-line companies.
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2007 Truck Tons Cargo Value Truck Loads
Import: 106,380,868 $385,193,742,854 8,851,234
Export: 118,071,185 $336,804,786,682 9,348,563
Intra-GA: 226,021,926 $349,311,341,291 23,563,784
Through: 190,325,118 $790,803,808,072 10,734,611
Total: 640,799,096 $1,862,113,678,898 52,498,193

Georgia’s Seaports

The seaports in Georgia include the Georgia Ports
Authority’s Savannah based container terminal. Garden
City Terminal is the largest single-operator container facility
in North America, and also holds the title of fastest growing
and fourth largest in total volumes. It serves over 100 lines
of steamships, has convenient intermodal connections,
state-of-the-art cargo handling equipment and value-added
services. Savannah is also responsible for moving over
16% of the East Coast’s overseas container cargo and is
one of the few ports in the U.S. with two class-1 railroad
facilities on-terminal. The Port of Brunswick is the 6" largest
automobile processing port in the nation - and growing -
and is the second largest grain facility on the East Coast.

Warehousing and Distribution

Four of the top 10 warehouse providers in North America

are headquartered here and 90% of the top 25 global third

party logistics providers (3PL’s) have operations in Georgia. More than 48 retailers have warehouse
locations in Georgia; with more than a dozen facilities each exceeding one million square feet. Within a
two-and-a-half-hour radius of the port of Savannah, area distribution centers represent more than 14
million square feet of warehousing and generate in excess of 500,000 TEUs annually.

World Class Talent and Logistics Education

Georgia is home to 51 four-year colleges and universities, and 35 technical colleges offering over 100
different logistics related courses, certificates and degree programs. Internationally ranked and
recognized advanced degrees in Logistics and Supply Chain Management are offered through Georgia
Tech’s Supply Chain and Logistics Institute. With the Nation’s #1 workforce training program, Quick Start,
the state partners with companies to provide the specialized training world-leading logistics companies
demand.

Big Goals: The Desired “Future State” for Georgia’ s Logistics Industry

The primary “big goals” are actually pretty simple in scope: 1) increase freight volumes; and 2) grow the
industry size (jobs & investment) along with its competitiveness. However, as previously described, this is
a complex industry and will require a host of implementation steps and factors in order to achieve these
straight-forward goals. The nine actionable recommendations, identified by the Freight and Logistics
Task Force, will all continue to move us closer.



52

Reengineering: Defining a “Vision & Mission” for Ge orgia Logistics

In order to guide the overall activities, and starting with the end in mind, the task force created the
following vision and mission statements. These are critical components of helping to “re-engineer” the
current thought process and hopefully the end result. As noted previously, the “big goals” are indeed big,
yet pretty simple, and even further can likely be accomplished by following a variety of paths towards
these goals. These guiding statements were very carefully worded in order to best reflect the direction in
which the task force felt was best.

Vision Statement: Mission Statement:

Challenges: Inherent Challenges to
Implementing Change

In general, they say change is hard and this process for logistics is no exception. However, there are
some challenges fairly unique to this industry and the types of changes suggested that add extra difficulty
in reaching success.

The first of these challenges is funding. Some of the road-blocks identified included or were connected to
the need for new or improved transportation infrastructure. These require funding and as such need
additional creativity to identify ways to find such resources.

The second is the need for a broader point-of-view from local communities and leadership. This is
inherently hard because the natural focus of attention is going to be that which is closest. However, with
regards to logistics and freight transportation it has been shown that a statewide (or even better a
regional) perspective can often identify solutions that benefit many and usually have a better return on the
investment for a much wider group of stakeholders. This traditional “inside the box” thinking is a difficult
thing to overcome.

Finally, as discussed, logistics touches so many industries and interests it is non-trivial to prioritize and
cover them all. There is often very good rationale and logic to focus on a particular area or topic.
However, it is often difficult to identify a clear and logical starting point. For example, this entire task-force
was focused on freight and logistics, but the role of passenger transportation and mass-transit are very
closely related and also require attention, significant resources, and impact a wide group of stakeholders.

Culture: Creating a Culture of Innovation & Competi  tiveness
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Georgia recognizes logistics as a strategic-industry, and uniquely one who’s multiple sectors effects
almost every business, every day. As an industry focused component of the Georgia Department of
Economic Development, the Center of Innovation for Logistics is the state’s | eading resource for
fueling logistics competitiveness . The Center connects with all logistics sectors to provide a unique
combination of access to technology leaders and University R&D, expert analysis of data and trends,
cross-sector collaboration, and provides a collective industry voice. The result is increased opportunities
for industry growth and success.The Center, while a state-organization, played a unique leadership role
as the lead-consultant for the freight and logistics task force. This “in-house lead-consultant” role has
naturally continued on into the implementation phase of the task force’s recommendations, and also into
a variety of other activities that are similar in nature.

Results: Quantifiable and Qualitative

There have been multiple activities and results generated both directly and indirectly from the actionable
recommendations made by the task-force. These include:

Annual Georgia Logistics Summit:

This statewide summit in its first year established itself as the largest and most collaborative event for the
logistics industry in Georgia. In 2009 the summit brought together a venue capacity gathering of 500
industry participants from all over the south-east. The 2009 event was titled “A Focus on Providers” and
presented multiple industry speakers, including Home Depot and the Georgia Ports Authority along with
information and data from the companion Annual Logistics Report that was of particular interest to
logistics service providers.

The 2010 Summit will be held on April 29" 2010 and is this year themed “Fueling Competitiveness” and
will include a variety of topics and speakers on how to improve the competitiveness of their business and
their industry. The 2010 Summit will include perspectives and activity on increasing competitiveness from
a State, National, and private industry level.

Annual Georgia Logistics Report:

The 2009 logistics report was released for the first time at the Summit last April.
This 100 page report covered a wide range of descriptive topics including the
economic impact, freight flow, establishment, employment inventory and
projections of the broad logistics ecosystem. Most importantly this report provides
a common foundation and set of definitions from which every sector of the industry
can connect to and use.

The report has been described as a “play book” which is used in a variety of ways
depending on the perspective and goals of the user. For example, the report
contains data and information from which private industry providers are identifying
and targeting new markets and business opportunities. Also, regional and local

economic developers are leveraging the statistics surrounding their geographic
areas to help grow existing businesses and attract new jobs, and investment.

To date the 2009 full report, summary highlights, and associated material has been downloaded and put
to use over 2,000 times. This material, along with video and presentations from the Summit are all
available for free download at www.georgialogistics.org.

Development Begins on Three Statewide Strategic Pla  ns:

Over the duration of the CNG task-force listening sessions and outreach, one
of the clearest messages we received from private industry from every part of
the State was the need for a “plan”. We were told this plan needed to be long
term, actionable, policy level, include a strategic focus on freight movement
and logistics, and be connected to the broader context of an overall
transportation plan.

The recommendations of the task-force reflected this by including 4
recommendations specifically connected to “strategic plan development”.
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By the end on 2009, three things resulted: 1) an initial draft of Georgia’s first “statewide strategic
transportation plan” was presented to the house and senate for review; 2) a competitive RFP was issued
and consultant team selected to help lead the development of the first “statewide freight and logistics
plan” which will be completed by the end of 2010; and 3) the first draft of a “State Rail Plan” was
presented to the Federal Railroad Administration in order to be eligible for newly available high-speed-rail

funding. Recently an RFP was issued in order to
complete and formalize the “state rail plan”.

Support and Promotion of Logistics Related
Education and Workforce Training Programs

The complexity and natural fragmentation of the
logistics industry also has an impact on the training
and education programs needed to support it. One of
the recommendations of the task-force was to promote
and support logistics education and workforce training.
In order to do this we first needed to get a handle on
what “logistics education and training” meant and then
who was already providing all or components of it.
This “inventory” was completed and first presented in

the 2009 Logistics Report and in close connection with the Governor’s Office of Workforce Development
and the Georgia QuickStart program.

Recently, multiple universities and technical colleges alike have added new logistics related programs.
Examples include:

Savannah Technical College, with a new and expanded logistics certificate program and logistics
department chair.

Southern Poly State University with an expanded advanced logistics curriculum
Clayton State University added a named major in logistics and supply chain
Georgia Southern University has been awarded the right to pursue a PhD in logistics to complement

the

ir already existing bachelors and masters programs.

COMMERCIALIZATION / INTELLECTUAL PROPERTY

Leadership:

Chancellor, University System of Georgia

Background:

CNGR

Gather data and information from previous reports and task forces.
University Research Officers assessment of previous recommendations for consistent themes
and findings.
Interviews with University Research Officers to confirm that previous recommendations are still
relevant and needed (VP of Research, Commercialization staff, Legal Counsel, etc.).
Present recommendations to task force.
Present recommendations to the committee.
Implement recommendations.

ecommendations:
The University System should invest, provide, and provide standardized enterprise-wide
innovation management software system its research facilities.
Develop an enterprise-wide structure which recognizes the importance of research
accomplishments within the University System.
Create system-wide vehicle to promote and integrate “best practices” education and process
improvement within the research universities.
Establish a mechanism or an advisory group at the enterprise level to encourage and facilitate the
development of an “open innovation” system.
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Establish at the enterprise level an ongoing marketing program which creates and leverages the
enterprise data into “a Georgia Marketplace.”
Implementation Progress:

Implementation Initiative Date Begun Status

The University System should invest, provide, and July 2008 Underway
provide standardized enterprise-wide innovation
management software system its research facilities.

Develop an enterprise-wide structure which recognizes July 2008 Underway
the importance of research accomplishments within the
University System.

Create system-wide vehicle to promote and integrate July 2008 Underway
“best practices” education and process improvement
within the research universities.

Establish a mechanism or an advisory group at the July 2008 Underway
enterprise level to encourage and facilitate the
development of an “open innovation” system.

Establish at the enterprise level an ongoing marketing  July 2008 Underway
program which creates and leverages the enterprise
data into “a Georgia Marketplace.”

iResearchGeorgia is a
searchable database of
biomedical expertise at Georgia's
public and private research
universities. The online, free database provides access to profiles, published papers and National
Institutes of Health grant abstracts of more than 750 scientific leaders across the state. The intent of
iResearchGeorgia is to enhance the potential for collaboration, interdisciplinary research and translational
research among researchers on the eight campuses represented in the database, and to increase
awareness of Georgia’s biomedical research strengths and opportunities among companies and
investors.
Academic participants in iResearchGeorgia include:
Clark Atlanta University
Emory University
Georgia Institute of Technology
Georgia State University
Medical College of Georgia
Mercer University
Morehouse School of Medicine
University of Georgia

iResearchGeorgia is an initiative of the Georgia Research Alliance in partnership with the University
System of Georgia, the Governor’'s Commission for a New Georgia and the Georgia Department of
Economic Development.

Number of scientists who are currently profiled in iResearchGeorgia*: 752

Total number of NIH grants currently in iResearchGeorgia*: 8,917
Value of NIH grants currently in iResearchGeorgia*: $2,646,980,286
Number of publications currently in iResearchGeorgia*: 3,574

*As of February 4, 2010. These figures reflect only grants that are listed in the NIH RePORTER database
and publications that are available through the PubMed database. Information from these sources is
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automatically updated in iResearchGeorgia profiles on a weekly basis. Researchers who are profiled in
the database also have the ability to incorporate additional information about grants and publications from
other sources.

RECRUITMENT, RETENTION, RETIREMENT FOR STATE EMPLOY EES

Leadership:
State Personal Admin
Background:
Gather data and information from previous reports and task forces.

University Research Officers assessment of previous recommendations for consistent themes
and findings.

Interviews with University Research Officers to confirm that previous recommendations are still
relevant and needed (VP of Research, Commercialization staff, Legal Counsel, etc.).

Present recommendations to task force.
Present recommendations to the committee.
Implement recommendations.

CNG Recommendations:

Develop an overarching plan to accelerate and coord  inate the transformation of the State
Human Resources function to act more as a single, m  ulti-unit enterprise

Develop Statewide Employee Value Proposition (EVP)  and align HR programs

Expand initiatives to brand and market the experien  ce of working at the State
Divide the workforce during this transition, delive ring Total Rewards value differently to
each group

Make significant investments in decision-support an d employee education
HR Transformation Initiative

Aligning ourselves behind the Governor’s vision of Georgia being the “Best Managed State in the Nation
and An Employer of Choice” requires a new approach to human resource (HR) management, and the
commitment and support from HR and executive leadership of the state to develop enterprise-wide best
practice solutions.

Current State:

HR Service Delivery — The human resource function within the state was deemed highly fragmented.
The decentralized and fragmented structure of the HR function provided no one entity ownership of the
entire employee lifecycle. It also complicated the coordination and cost-effective operation of enterprise-
wide strategies across multiple agencies. This structure resulted in duplication, inconsistent HR policies,
procedures and standards, with little to no focus on strategic HR functions such as workforce
development and succession planning.

Leadership Development — Training was considered scattered and sporadic. With 21% of seasoned
leaders retiring within the next decade, workforce development programs did not focus on leadership
skills development, nor did they identify future leaders. Succession planning is done on a small scale
within an agency and does not consistently exist across the enterprise.

Future State:

HR Administrative Service Delivery — HR functions in state government are transformed to act more as
a single, multi-unit enterprise.
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Leadership Development — State government has an executive leadership development program to
train and prepare current and future State government leaders and provides clear career expectations
and measures for success.

Solution:

HR Administrative Service Delivery — Consolidate all HR governance and transaction processing
activities that are common to all State organizations; allowing agencies to focus on agency-specific HR
needs.

Leadership Development — Establish a core executive leadership development program for state
government employees.

Strategy:
HR Administrative Service Delivery — Consolidate/Standardize HR Policy functions, Expand/Implement
enterprise-wide self-service capabilities, and Consolidate/Outsource non-policy making HR functions.

Leadership Development — Establish the Georgia Leadership Institute to build the State's "bench”
strength of leaders at all levels of government by identifying high-potential talent, building a system of
leadership training and opportunities, and instituting succession planning and career development.

Initiatives—challenges, enterprise, culture, results:
HR Administrative Service Delivery —

1). HR Policy — SPA drafted legislation to create easily understood HR policies and to bring
about consistencies in the application of policies across the enterprise. SB 230 legislation was
passed in 2009, giving the State Personnel Administration and the State Personnel Board
authority to set HR policy and best practices for all state employees. Passage of this legislation
was the cornerstone for establishing governance over the entire employee lifecycle. As a result, a
common set of 22 best practice policies, ranging from salary administration to leave
administration, has been written and is being used consistently across state government. In
partnership with GPB, an interactive web-based policy training tool for HR personnel and
managers was created and posted on the SPA Web site.

2). HR Shared Service — Human Resource Shared Services is a critical operational component
in achieving SPA’s goal of repositioning the role of the agency in the enterprise of state
government. As Georgia’s economy continues to stumble, the shortfall in revenue collections and
increased cost of resources has placed a strain on the state to do more with less. State agencies
are under enormous pressure to once again cut their budgets and stretch limited resources while
meeting increased customer demands for services and strategic expectations of being the best
managed state in the nation. HR Shared Services model is a new business strategy implemented
in 2008 that creates an HR Center of Excellence to improve the efficiency and cost of human
resource administration delivery. The philosophy behind the service is to leverage human
resource competencies within SPA to deliver human resource services across the enterprise.
Shared Services is positioned as a business partner to the enterprise by assuming the
administrative service delivery of an agency’s HR department. Many of the HR transactional
services provided by Shared Services have been converted from manual to automated
processes. As a result in this shift in service delivery, participating agencies’ HR directors are
afforded the opportunity to strategically aid their agency’s leadership and organization in
developing and executing on its strategic goals. HR Shared Services has 16 agency partners and
covers 910 employees. The State Personnel Administration signs service level agreement
measuring service delivery metrics with all customers. HR Shared Services has proven its worth
by cutting administrative costs, reducing transaction errors and generating greater employee
satisfaction with basic HR services. On average, 1050 HR transactions performed each month
and the estimated fiscal 2010 savings is $522,000. Results are measured by reductions in the
cost to provide HR services per 1,000 employees.

Total Rewards Initiatives:
3). Compensation and Benefits Study — The State Personnel Administration commissioned

Mercer Human Resource Consultants to conduct of study of the state’s compensation and
benefits package. Results of the study showed that the state’s package was not attractive to
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the emerging workforce and did not make the state competitive with the marketplace for
quality talent. To address this problem, a phased approach of improvements of the state’s
Total Rewards package. This includes benefit plan enhancements and a new benefits
administration system, a new hire retirement plan that combines the traditional defined
benefits plan with a defined contributions plan, job and pay redesigns, pay-for-performance
management and a new performance management system. As a result of the Total Rewards
Initiative, the State transitioned from an entitlement-based culture to a performance based
culture; the State is providing career opportunities and financial rewards that compete
effectively against the private sector and motivate our workforce to excel in their role and
responsibilities; and the State has established a legacy of benefit and reward programs that
are financially responsible and sustainable. The results are measured by annual employee
and customer satisfaction surveys, reduction in the number of state jobs from 3,500 to 750
through simplification of the state’s job classification system, increase in the number of
participants in the benefits programs, reduced cost from streamlined HR service delivery
systems, reductions in staffing for benefits administration and reduction in the state’s turnover
rate. The Government Performance Project has cited Georgia for its compensation programs.

Performance Management/e-performance — In July 2009, the SPA began implementation

of a new performance management program which focuses on employee pay for
performance. This new process utilizes the PeopleSoft ePerformance system to increase
employee accessibility and create consistency of performance planning processes by focusing
on goals and competencies throughout the enterprise. The ePerformance system not only
provides standardized performance management process, but it also drives individual and
organizational performance improvements, improves accountability by providing employee
and management evaluations, feedback and coaching , and further, supports Governor Sonny
Perdue’s vision of Georgia being the “best managed state and an employer of choice.” This
state-wide initiative transformed an outdated, paper-based performance review business
process to a self-service, comprehensive performance management process. Georgia is the
first public sector institution to implement an enterprise-wide performance management
process and system of this magnitude.

Employee Benefits — As a result of recommendations from the Compensation and Benefits

Study, SPA developed a strategy to promote high employee participation rates by making
flexible benefit plans competitive and attractive for employees. In 2008, SPA renegotiated
flexible benefit contracts for the 2008-2010 Plan Years, which resulted in $20 million in
employee premium savings for nine different benefits and increased benefit coverage for
most plans.

New Benefits Administration Model — In April 2010, SPA launched a new employee self-

service benefits administration program branded as GaBreeze. The rollout of the first phase
includes the GaBreeze Web site, Employer web site and Benefits Center. The second phase
of the rollout is Your Total Rewards, which is an online Employee Value Proposition (EVP)
feature that shows personalized information about an employee’s pay, benefits and other
rewards in one convenient location, will be available Mid-May. The third phase is Your
Spending Account, which is an online feature that allows employees to manage their health
and dependent care spending accounts, will be available January 2011. GaBreeze is a
Commission for a New Georgia recommendation pushed forward to streamline HR service
delivery systems and enhance employee self-service capabilities. Outsourcing the benefits
administration function enables the State to address technology challenges and enterprise-
wide business needs while delivering a high-quality customer experience to our employees.
This new self-service feature provides employees with a wealth of information about their
benefits and allows them to make better informed decisions about their benefit options. This
initiative is more than just switching from one system to another. This is a culture change that
requires a change in the way we do business. The change with the greatest impact was
made in the way benefit transactions are conducted. Benefit coordinators no longer manage
daily flexible benefit transactions, including new hire enroliment and claims processing.
Instead, employees will become self-sufficient in managing their own benefits. To transition
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our HR and benefits customers through this process, SPA instituted an aggressive change
management and communication strategy that included communicating with agency
leadership and employees, establishing an Advisory Board of HR leaders to serve as
champions of the project, and hosting trainings forums on new business processes, changes
in benefit staff role and responsibilities and hands-on systems training for the GaBreeze web
site and the employer administrator’s web site. As a result of improved plan designs,
decreases in employee premiums and modern administration and support, SPA is
aggressively adding Boards of Education and increasing our employee eligibility and
participation. We are anticipating an additional 5,000 employees by the end of 2011.

7). Job and Pay Redesign — As a result of recommendations from the Compensation and

Benefits Study, SPA worked with state agencies to reestablish the job structure for the 2008-
2010 Plan Years. The State’s 3,500 jobs were consolidated to 750 jobs. This consolidation
provides more fair classification of employees with similar jobs and responsibilities and
eliminates the cost and administration associated with annual market pricing of over 3,500
jobs. The reestablished structure also established implementation of a phased approach to
move employees into a new pay structure. This initiative was partially implemented. Due to
state budget constraints, full implementation has been deferred pending the State’s fiscal
ability to successfully move employees within their new pay structure.

8). Strategic Recruitment — As the job market becomes more competitive for talent,

SPA has increased its recruitment efforts to promote the State as an employer of choice. In
2008, SPA expanded its recruitment initiative by launching Careers.ga.gov which rebranded
the State’s image by marketing the positive experience of working for state government and
by creating a single point of entry to employment opportunities with the state. A marketing
campaign including online videos and low-cost billboard advertisements targeting groups of
potential employees was launched. State recruiters promoted the new brand by hosting and
attending approximately 20 job fairs annually. In addition, SPA has made enhancements to
the applicant tool and automated applicant tracking to eliminate paper driven and labor
intensive processes. Traffic on the recruitment web site has increased significantly since the
launch of the marketing campaign. The site currently has more than half a million active job
seekers. Agencies are seeing a better pool of qualified candidates as a result of the online
applicant screening tool. Georgia received accolades from the Government Performance
Project for recruitment programs and received the 2009 National Association of State
Personnel Executives Communication Award for the online recruitment videos.

8). Expanded Self-Service — In addition to implementing self-service for performance

management, benefits management, and HR policy, SPA has launched the automated the
Charitable Contributions program, pre-employment testing in our Work Ready Assessment
Center and direct deposit. We are in the process of automating time and attendance for
participating HR Shared Service agencies, and launching SharePoint solution to manage
workflow to enhance paperless processes and build online team collaborations.

Leadership Development —

1. Georgia Leadership Institute — With an anticipated exodus of seasoned administrators --
21% are eligible to retire before the end of the decade — at the recommendation of the
Commission for a New Georgia, the State Personnel launched the Georgia Leadership Institute
(GLI) as a learning system to equip leaders at all levels with the skills required to execute a
strategic vision, provide exceptional customer service, motivate and empower people, promote
good stewardship of the public’s trust, uncover and act on new opportunities and lead change. By
committing to the implementation and funding of GLI, the State began making an investment in
the development of high potential talent and leadership teams. GLI is unique in that it builds
leadership throughout state employees’ careers and creates a pipeline of talent at all levels. To
achieve the goal of training leaders at every level and across the state, SPA expanded our
partnership with UGA-Carl Vinson Institute of Government and outsourced the delivery of GLI
and, with the exception of Franklin Covey courses, all of the state’s workforce development and
training programs. SPA examined its service delivery of our training programs and discovered we
did not have adequate resources to meet the needs. This expanded partnership gives the State a
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greater reach and will avail training opportunities to all state employees. Outsourcing training has
enhanced GLI by adding mentoring resources and support components, including one-on-one
coaching, group coaching and succession planning. Enhanced course delivery includes
management training, computer training, agency head orientation, on-line training, project
management, negotiation skills development, technical training, such as performance
management, customer feedback systems, interagency collaboration and coaching assessments.
In support of the HR transformation goal, it creates a governance mechanism that strategically
focuses training dollars on the critical missions of the state. It has also reduced the financial
burden to all agencies as SPA provides additional resources and credibility through the use of
scholarships that offset some of the agencies’ training costs. A total of 384 leaders have
graduated from the Executive Leadership Program, Middle Management Development has 110
graduates and Front-line Leadership Development has 142 graduates. Approximately 9,000
employees are trained annually in the State’s workforce development and training programs.

2) Executive Leadership Development Program (ELDP)  — Governor Sonny Perdue’s vision of
Georgia being the “Best Managed State” requires the State’s leadership to demonstrate
unmatched capability to carry out agency and state strategic priorities. The reality is that we are
currently faced with one of the most challenging workforce periods in our history. With the
anticipated retirements of our most seasoned workers over the next five years, the state has a
critical need to identify and develop candidates so that they are ready to successfully take on key
leadership roles; particularly the top two positions within our agencies. In February 2009, the
State began implementation of the Executive Leadership Development Program (ELDP) — an
executive succession planning process — across the enterprise of state government. ELDP is a
one-of-a kind program designed to prepare Georgia state leaders for an expanded role within
state government, including agency leaders or commissioners. While agency leaders are typically
appointed or elected, we believe the ELDP model creates a pool of potential candidates that
possess, or have the potential to possess the capabilities needed to successfully manage the
state of the future. ELDP is a continuous, cyclical process that includes identification,
assessment, targeted development planning, individual executive coaching and a challenge
centered project that addresses a critical need within the participant’s agency. Most of the
challenge projects focus on saving lives, saving dollars and increasing efficiencies. Cycle 1 has
approximately 30 participants and Cycle 2 has approximately 30 participants. Two ELDP
participants have been appointed by the governor to agency leader positions.

Implementation of ELDP presents a tremendous opportunity for the State. Not only does it give us
a highly developed team of leaders who are capable of taking on advanced leadership positions
in the state and beyond, but it also allows us to integrate succession planning as a normal part of
the state’s business culture.

STATE INVESTMENT STRATEGIES

Leadership:
Division of Investment Services
Background:

The Task Force examined the best practices of comparable leading investment organizations in both the
public and private sectors to ensure that the State of Georgia employs state-of-the-art policies to enhance
the return on investment while remaining prudent and conservative in its practices.

The analysis primarily concerned the portfolios of the State's Teacher Retirement System ($42.1 billion)
and the Employee Retirement System ($12.5 billion).The task force discussed in detail the overall
management of Georgia investments as accomplished through the Division of Investment Services (DIS).
The analysis included the asset allocation of the retirement systems, the performance of funds, the
investment process utilized, operational procedures, and staffing of the Division.

CNG Recommendations
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Asset Allocation

Liberalize the asset allocation guidelines currently set by the State. Recommended changes to the legal
list include authorizing new investment options, as well as establishing ranges for each class. (See
specifics in Executive Summary)

External Review

On a periodic basis, an appropriate external organization should be engaged to monitor performance
versus the larger fund universe, while recognizing that the funds being measured will not be comparable
in objectives and constraints.

External Managers

The restriction currently placed on the selection of external managers should be changed to permit
selection based on investment criteria alone. Although Georgia-based managers should be given every
consideration, they should earn the role based on the Trustees' determination of their ability to add value
to the management of funds.

Staffing and Salary

Along with the recommendation for an allocation to alternative investments (Recommendation 1: see
Executive Summary), comes the necessity to provide personnel and compensation necessary to manage
these assets. Salary ranges and potential incentive pay for senior staff should continue to be reviewed
annually to retain and recruit professional staff. While lack of current cash flow and the recent
liberalization of manager selection suggest continued use of external managers, past performance
warrants continued consideration of additional use of in-house managed assets.

SEC Rules

DIS should confirm that SEC trading rules are consistently being observed, particularly regarding front
running. While DIS policy on front running is presently defined by a series of individual agreements with
external managers, approved by the Attorney General's Office and the fund managers' legal counsel, the
task force recommends that DIS clarify in a statement the process by which trading order is determined
by managers (eg., integrated into contracts).

IMPLEMENTATION
Asset Allocation

HB371 liberalized both retirement system asset allocation investment capabilities by allowing funds to be
invested at 55 percent of retirement system assets in equities; provided, however, that prior to July 1,
2010, a large retirement system shall invest not more than 60 65 percent of its assets in equities; on and
after July 1, 2010, a large 46 retirement system shall invest not more than 70 percent of its assets in
equities; and on and after July 1, 2011, a large retirement system shall invest not more than 75 percent of
its assets in equities; provided, further, that no fund shall increase its assets in equities through purchase
by more than 20 percent in any fiscal year. Any fund which is not in compliance with the limitations
imposed by this subsection shall be granted a two-year period to come into compliance; provided,
however, that during such two-year period, the fund shall not increase the percentage of its assets
invested in equities.

In the event the value of a fund's assets decreases so as to render such fund ineligible to invest in foreign
equities as provided in subsection (b) of this Code section and to invest in excess of 55 percent of its
assets in total equities as provided in subsection (c) of this Code section, such fund shall have 12 months
from the date of such event to come into compliance with the investment authority provided by this article;
provided, however, that during such period such fund shall not increase its holdings in foreign equities
and shall not increase its total holdings in equities. (e)(d) Subject to all other limitations in this chapter, a
large retirement system may invest in securities issued by a unit investment trust or an open-end
company

External Review: Policy revision: Callan or equal will review every 3-5 years
External Managers: Policy revision: 2/3 internal ; 1/3 external

Staffing and Salary: Policy revision: Agreement to review annually

SEC Rules: Division of Investment Services were in compliance
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TRANSPORTATION

Lead:
Department of Transportation
Background:

The task force analyzed the accelerating cost of transportation projects -- $2 billion in FY08 -- and the
value that taxpayers are receiving for their investment in the state's highways, roads and bridges.

Task force members brought deep and wide expertise and experience in engineering, contracting and
regional transportation planning. Their assignment focused on these tasks:
Conclude whether Georgia taxpayers are receiving a reasonable Return on Investment
Analyze Georgia’s transportation construction costs
Assess the current state of factors affecting project costs

Review practices and policies of GDOT’s awarding process

Summarize observations and provide insights and opportunities for solutions
RECOMMENDATIONS:
Project Cost & Competition:
Pre-purchase key material commodities to “lock-in" select prices.

Monitor material prices and space the letting of projects to avoid peak demand; avoid flooding the
market with one type of project.

Decrease timeframe to secure ROW by providing consultants with incentives and specific
milestones to expedite acquisition.

On a case-by-case basis, bundle or split certain projects to attract out of state contractors or
attract smaller, more local contractor’s.

A Complex and Growing Environment;
Coordinate efforts
Increase transparency and accountability
Reduce “silos”
Value Engineering:
Consider completing VE studies for projects under $25M.

Evaluate GDOT'S current life-cycle cost/benefit analysis design methodology and identify
specifications that can be more flexible.

Consider alternate materials or construction methods that reduce project costs while maintaining
quality.
Develop a “Partnering Approach” with the consulting and contracting community to enhance the
savings achieved through the VE process.

Improve Focus of the Georgia Department of Transpor  tation:

Find ways to shorten the timeframe for fulfilling federal project requirements, in order to improve
project delivery processes.

Drive performance metrics to better monitor and report on key project cost and schedule
parameters and to increase transparency and accountability along the project life-cycle.

Encourage maximizing the use of Design-Build where appropriate.
Partnering Approach:

Request GDOT to work with a small group of contractors and consultants to encourage a
partnering relationship that will improve operations.
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STATE HEALTH BENEFITS

It was one of the surprising sidelights of the study by the Procurement Task Force: of the estimated $5
billion in state spending for contracted goods and services, more half was for healthcare benefits and
services for 650,000 employees, dependents and retirees. The task force backed out the $2 billion
expenditure from the potential savings pot — it was just too sensitive to address as a buying strategy.

The issue of employee health plans was taken up separately in 2005 by the Task Force on State Health
Benefits.

Rocketing costs which were already overshooting allocations by $300 million and soaring by
double-digits.

Premium increases had pushed the plan to the edge of affordability for low-wage employees and
retirees.

In addition to medical costs, state health plans were burdened with administrative problems.
Contracts and administration are under the Department of Community Health and not coordinated
with the employee benefits package in the state personnel system, which created confusion
among participants.

Lack of dependent verification procedures and lagging processes let ineligible dependents and
terminated employees keep collecting benefits, adding to the deficit.

The rising cost of healthcare was a national issue that wouldn’t be solved by a benefits plan, so the task
force focused on cost containment by balancing services with fiscal responsibility on the consumer side.
At the same time, the task force was cognizant that an attractive health insurance package is a major
factor in recruiting and retaining competitive talent.

RECOMMENDATIONS:

Improve the decision-making process

Upgrade operations and structure

Improve design efficiency

Restructure retiree medical program

Provide a simple, low cost, limited choice option

Move to greater levels of health care consumerism
Recommendations zeroed in on cost-drivers in the plan.

The task force cautioned against extending coverage to groups other than state employees,
which had become a practice of legislators. They noted that premiums should be set to deflect
private employers from driving their workers to state dependent coverage. Retiree benefits and
part-time eligibility were singled out as candidates for review in adjusting premiums.

Administrative processes needed upgrading through standardized payroll feeds and streamlined
participant access channels. The system should integrate the PPO network, claims
administration, behavioral health services, and medical management.

A plan option should be designed for participants who prefer low cost over broad choice, and
simplify the range of choices.

Programs should enhance patient incentives for cost-effective management of chronic conditions and
prescriptions. Consumer choices should be influenced through incentives for healthy lifestyles,
performance information on providers and coverage options.

Implementation Update: State Health Benefit Plan Su  mmary — 2006 thru 2010

FY 2006 (July 1, 2005)
New surcharges for tobacco use and spouses with access to other insurance
Expanded consumer driven health plan (CDHP) pilots to additional employers
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Pharmacy cost sharing increased for non-preferred drugs
CY 2006 (January 1, 2006)

Implemented Medicare Part D wraparound for coordination of benefits for Medicare Part D
enrolled members

Administrative contract consolidation
CY 2007 (January 1, 2007)

Introduced new premium structure for Medicare-eligible members (discounted premium for each
part of Medicare that they enroll)

CY 2008 (January 1, 2008) —

CDHPs available statewide

Reduced number of HMOs from four to three

Eliminated new enrollment in the Indemnity option

Wellness enhancement — 100% unlimited wellness benefit for all options except PPO
CY 2009 (January 1, 2009)

Consolidation of plan options and administrators (5 options with elimination of Indemnity
option, CCO options, and one HMO; two vendors for plan administration)

Premium pricing in support of CDHP enroliment
New enrollees limited to CDHP options only for first year of coverage

Introduction of four tier employee coverage structure (EE, EE + Spouse, EE + Child(ren),
Family) for active members

Wellness enhancement — contribute extra dollars to HRA for completion of health
assessment and annual physical

CY 2010 (January 1, 2010)

Medicare Advantage enroliment required for retirees with Part B in order to continue subsidized
premium; retiree charged full amount (no state contribution) for other options

Increase in tobacco use and spousal surcharges
Elimination of PPO option; introduced OAP option (to take advantage of greater network

discounts
TRAVEL SERVICES
(IMPLEMENTATION PROJECT)
Leadership:
State Accounting Office
Background:

The state did not have a comprehensive enterprise wide travel services (air, hotel & rental car)
program in place.

All agencies, colleges and universities individually entered the travel booking marketplace in an
uncoordinated non-aggregated manner.

Backend expense reporting processes managed independently by each state entity.
CNG Recommendations:

Develop enterprise-wide End to End process (travel booking, fulfillment, expense report creation,
approval and expense reimbursement)

Develop new enterprise-wide comprehensive travel policy



65

Integrate enterprise-wide audit / general ledger / electronic reimbursement
Utilize application service provider (ASP)
Utilize credit card programs and portal technology

Desired Outcomes:

The state should have state-of-the-art end to end travel program that saves money and provides
state travelers with the lowest available market pricing.

The state leverages its purchasing power in negotiated contracts with providers (air, hotel, car).
Implementation Progress:
End to End travel solution platform divided into 2- separate RFP’s
o Software and a Service
o Travel Management Company

Travel Council operational (multi - agency leadership group formed to review RFP’s and revise
travel policy)
Review of current Travel policy and national “best practices” underway

Anticipated “Go-live” - Q1-2011



