DEPARTMENT OF LABOR AND EMPLOYMENT
FY 2025-26 JOINT BUDGET COMMITTEE HEARING AGENDA

Thursday, December 12, 2024
1:30 pm —3:00 pm

1:30-1:35 Introductions and Opening Comments

Presenter: Joe Barela, Executive Director

1:35-1:40 Common Questions

Main Presenters:

Joe Barela, Executive Director

Cher Haavind, Deputy Executive Director and Chief Communications Officer
Darcy Kennedy, Deputy Executive Director and Chief Financial Officer
Caitlin Adams, Director of Policy and Government Affairs

Christine Bonorino, Budget Director

Topics:

e Budget Requests to Replace One-Time Funding: Page 1, Questions 1 in the packet

1:40-2:05 Executive Department Budget Reduction Requests

Main Presenters:

e Joe Barela, Executive Director

Supporting Presenters:

e Paul Tauriello, Workers Compensation Division Director
o Kelly Folks, Employment and Training Division Director
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Topics:
e Statewide Requests: Page 1,

e R2 Worker’s Compensation Cash Fund Sweep: Page 1-3, Questions 3-7 Appendix 1 CoCo IT
Capital Project

® R4 Hospitality Education Grant Program Reduction: Page 3-5, Questions 8-13

2:05-2:30 Other Budget Reduction Options

Main Presenters:

e Joe Barela, Executive Director

Supporting Presenters:

® Lee Wheeler-Berliner, Colorado Workforce Development Council Office Director
e Kelly Folks, Employment and Training Division Director

e Mahesh Albuquerque, Qil and Public Safety Division Director
e Katherine Keegan, Office of the Future of Work Director
e Paul Tauriello, Workers Compensation Division Director

e Scott Moss, Labor Standards and Statistics Division Director

Topics:

e Other Budget Reduction Options : Page 6-8, Question 14 Appendix 2- Final Q1 25-25
Stimulus Stakeholder report

e One-Time Funding Sweep: Page 9, Question 15

e Workforce Programs and Reductions: Page 9-21, Question 16-19 Appendix 3- Colorado
PY13 WIOA Annual Report

e Cash Fund Spending Increases: Page 21-22, Question 20-22

e Cash Fund Transfers and Decreases: Page 22-24, Question 23-26

e Labor Standards Unit: Page 24-25, Question 27

2:30-2:55 Unemployment Insurance
Main Presenters:

e Joe Barela, Executive Director
e Cher Haavind, Deputy Executive Director
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Supporting Presenters:

e  Phil Spesshardt, Unemployment Insurance Division Director

e Jeff Newcomb, Ul Branch Manager

e Zach Herman, Ul Policy Advisor

Topics:

e Unemployment Insurance Program Updates: Page 25-32, Question 28-30

e R1 Unemployment Insurance Funding Expansion and Realignment: Page 32-35, Question
31-38, Appendix 4 R-01 slide deck

2:55-3:00 EDO Offices Update

Main Presenters:

e Joe Barela, Executive Director

Supporting Presenters:
o Dee Daniels Scriven, Office of New Americans Director

e Kathreen Keegan, Office of the Future of Work Director
e Wade Buchanan, Office of Just Transitions Director
e Danny Combs, Colorado Disability Opportunity Office

Topics:

e Funding Update on Various Offices within the EDO: Page 35-36, Question 39

12-Dec-2024 LAB-hearing



Common QuesTions For DiscussioN AT DEPARTMENT HEARINGS

1  Please describe any budget requests that replace one-time General Fund or ARPA funded
programs with ongoing appropriations, including the following information:
a. Original fund source (General Fund, ARPA, other), amount, and FTE;
b. Original program time frame;
c. Original authorization (budget decision, legislation, other);
d. Requested ongoing fund source, amount, and FTE; and
e. Requested time frame (one-time extension or ongoing).

CDLE is not requesting any one-time General Fund or ARPA funds to be replaced with ongoing
appropriations.

ExecuTive DEPARTMENT BUDGET REDUCTION REQUESTS
STATEWIDE REQUESTS

2 [Sen. Bridges] Provide a monetary General Fund relief estimate for the Statewide R6
request to consider revenue from Business Enterprise Program sales as TABOR exempt.

OSPB Cash Fund Forecast

Business Enterprise Program (5040)
Fiscal Year [Revenue (Subject to TABOR) Forecast
2022 263,154
2023 336,641
2024 373,178
2025 415,421
2026 404,456
2027 408,550

R2 Worker’s Compensation CAsH Funp Sweep

3 [Sen. Bridges] Are there any long-term risks or consequences of a $15.0 million transfer from the
Major Medical Fund, both to claims but also the ability of the fund to cover centrally appropriated
costs within the Department?

Response: The Department does not foresee any immediate or medium-term impacts to the
program’s ability to fulfill its mandate and cover costs as a result of the $15M transfer. In the
long term, if there should be an unusual increase in anticipated medical costs for these claims,
this would necessitate reinstating a surcharge on workers’ compensation insurers. The
Department does not expect this to happen based on actuarial estimates on claims. The



Department is confident that $15M will be unused funds from the MMF based on the most
recent actuarial study.

4 [Sen. Bridges] Is it an option to buy out the Major Medical Fund and transfer it to Pinnacol?

Response: The Division has recently explored the option of paying to have another entity assume liability
for this program as well as several other programs the division oversees. Interest from potential partners
was poor, and would likely cost the state more than the estimated net present value of the existing
liabilities. Pinnacol was not considered an option as they have repeatedly previously expressed no
interest in adjusting claims other than those insured by them.

5 [Rep. Taggart] To inform assessments of the state’s potential liability, can the Department share
how many of the 426 people eligible for benefits but not actively receiving them as of October 2024
have continued injuries and major injuries? Has the Department estimated the solvency of the fund
in light of any large costs due to claims filed for major injuries?

Response: All claims in the fund were considered catastrophic when originally admitted. That
threshold would be considered very low by today’s standards however (greater than $20,000 in
medical expenses). The Division annually commissions an actuarial study of the liabilities and
solvency of the fund. The fund currently has a balance that exceeds the net present value of the
liabilities by approximately S15M. T As this population ages, challenges increase in separating
costs due to normal aging versus complications due to original injuries.

As of October 2024, there are 623 injured workers or spouses that are eligible for claim
benefits, with 197 actively receiving benefits. The 426 that are not currently active can receive
payment for medical treatment. A non-active status indicates that we have not received a
medical bill for the claim for 2 years. Upon receipt of a medical bill, the claim immediately
moves to active status and requires payment. No new claimants may be added to the fund.

6 [Sen. Amabile] Why is 1981 the year at which eligibility to file claims for the Major Medical Fund
ends? What happened in 19817

Response: The Fund was originally established to attract more commercial insurers to Colorado
to share the market with the Colorado State Fund (which is now Pinnacol). The objective was to
increase competition to lower costs for Colorado employers and reduce the virtual monopoly of
the state’s (Pinnacol’s) market. The General Assembly incentivized commercial insurers to come
to Colorado by capping their losses for catastrophic claims at $20,000. Any costs above that
amount would then be assumed by the state through the Major Medical Insurance Fund. By
1981, the General Assembly felt that commercial insurers had sufficiently entered the Colorado
market and that this incentive no longer was needed or was justifiable in light of the long-term
cost of the assumed liabilities.



7 [Sen. Bridges] Share more about the proposed Workers’ Compensation Division IT update. Will it
only benefit the Major Medical Fund program?

Response: No, this modernization will update the system that serves the regulation of the entire
Colorado workers’ compensation system—including the Major Medical Insurance Fund program.
It will administer every claim from every Colorado employer required to be filed with the
division (all lost-time claims, claims with any level of permanent impairment, and all denied
claims).

Link to the IT Capital request for reference (also attached as Appendix 1).

R4 HospitaLity Epucation GRANT PrRoGrRAM REDUCTION

8  [Sen. Amabile] Why is the Department proposing to cut this program, considering that it
seems like a worth-while program that has helped young people get into the hospitality
industry? What will be the impact of this request to those young people?

Response: This proposal is part of the Governor’s balanced budget. The $1B deficit necessitated
looking at programs where the other statewide programs were achieving similar goals. This is
not a reflection of the quality of the program. While the request would remove a program for a
specific industry, we believe that there are opportunities to continue to strengthen
Postsecondary Workforce Readiness (PWR) for K-12 students through on-going work in
Colorado. This includes programs such as CDIP and the CDE cost study on PWR programs.

The Hospitality Education Grant Program awards a grant to the Colorado Restaurant Association
that uses the money for the Colorado ProStart program. Data indicates that students who
participate in the program often progress into apprenticeships and careers in the hospitality
industry. The number of students that have been served so far are noted in the answers below.

9  [Rep. Sirota] What does ProStart actually train students for and what kind of jobs are they
getting with this training? Please provide numbers from the program about what jobs
students took after their training, and how many went on to work in the hospitality
industry.

Response: ProStart trains students in culinary arts, restaurant management, customer service,
Lodging & Resort Management, and awards industry-recognized credentials like the ProStart
National Certificate of Achievement as well as Certified Professional industry certifications.
These skills and certifications prepare students for roles such as line cooks, pastry chefs, and
restaurant managers.

In the 2023-24 school year, 43% of ProStart students worked in the hospitality industry while
still in high school. One notable example is the D11 ProStart Student of the Year, who advanced
his culinary skills through the Culinary Bridge Program internship funded by the Colorado
Restaurant Foundation and the Response, Innovation, and Student Equity (RISE) grant. He
subsequently secured an apprenticeship in Colorado Springs, despite coming from a low-income
community with a median income of $65,339.



Program Expansion: The Colorado ProStart program has expanded to eight new sites, including
Douglas County School District (DCSD) Legacy Campus and Roosevelt High School, bringing the
total to 49 programs across 47 high schools for the 2023/2024 academic year.

Student Enrollment: Over 1,900 students are currently enrolled, with more expected in the
spring. The Restaurant Youth Registered Apprenticeship (RYRA) program has 252
pre-apprentices enrolled.

Dual Enrollment: 39 schools have dual enrollment agreements with colleges, with over
two-thirds of ProStart students earning dual-enroliment credit, double the national average.

Certifications: ProStart teachers have trained 1,184 students in ServSafe Food Handler
certification. Additionally, 123 students received a second industry certification, including
ServSafe Food Safety Manager.

Food Safety Certification: Among those certified, 58 earned ServSafe Food Manager and 42
received Food Allergen certifications. The spring semester testing is upcoming, and Resort &
Event Management students obtained 30 certifications in Fall 2023.

10 [Rep. Sirota/Sen. Marchman] How much is the Colorado Restaurant Foundation putting
into this program? What portion of total ProStart program funding does state grant money
represent? Please provide a breakdown from the Foundation of funding sources and
amount of funding towards the ProStart program.

Response: Colorado ProStart® receives the majority of its funding from the CDLE Hospitality
Career Secondary Education Grant Program, with state grant funds making up approximately
50% which goes directly to the schools. In FY2023-24, the state grant allocation was $500,000,
with $425,000 dedicated to programmatic funding and 15% ($75,000) for administrative costs.
The Colorado Restaurant Foundation (CRF) also supports the program through fundraising and
local restaurant donations that go directly towards student scholarships.

New Schools: 55,000 each for curriculum, supplies, and materials. *Currently, Colorado
ProStart® serves more than 2,000 students from 85 local high schools via 47 separate programs.

Teacher Trainings: $15,000 annually for training and $10,000-$20,000 for classroom needs
(S700/teacher).

Industry Certifications: $35,000 for ServSafe Food Handler certifications ($20/student), with
additional private funding for other credentials.

Bootcamp: $100/student for workshops and networking (200 students attend).

Student Invitational: $700/student for the Colorado ProStart Student Invitational (150 students
compete).

Final Exam Materials: $30,000 for ProStart® and Resort and Event Management exams.



Program Enhancements: $50,000 for activities like master classes, field trips, and guest
speakers ($25/student).

11 [Sen. Amabile] What happens to the ProStart program if state grant money goes away?
Will the Foundation have to cut its current offerings?

Response: The Colorado Restaurant Foundation uses the program to cover the costs of high
schools to participate in the program. Without funding from the Hospitality Career Secondary
Education Grant, each school would face additional annual costs of $13,000 to $23,500.

12 [Sen. Kirkmeyer/Sen. Bridges] Instead of pausing the program, could the grant program be
funded by the Colorado Workforce Development Council? Similarly, could the grant
program be funded through the Employment Support Fund?

No. The funds for the current year were awarded in September and there are no funds available
to backfill and continue existing programs.

The Colorado Workforce Development Council (CWDC) is focused on workforce innovation and
working alongside economic development and education. While it oversees grants, the source is
federal funding that is governed by the Wagner Peyser Act. These funds are restricted to
immediate employment related activities and this grant program would not comply with federal
regulations.

Employment Support Fund (ESF) expenditures are the same as General Fund expenditures for
budget balancing purposes. Revenue that would cause the ESF to exceed its balance cap is
diverted to the Unemployment Insurance Trust Fund (UITF) and is then exempt revenue. More
ESF expenditures means the ESF can collect more non-exempt revenue before hitting its cap.

13 [Sen. Bridges] Does this Department think this program could be included with
Department of Education’s Postsecondary and Workforce Readiness efforts or other CDE
efforts to pipeline K— 12 students to post-secondary education?

Response: Any answer on our part would require speculation and this is a question better
directed to CDPHE and CDE.

The Department of Education released a cost-study relating to the cost of providing various
types of post-secondary and workforce readiness (PWR) programs in Colorado at the beginning
of December. The cost-study does not expressly mention the ProStart program, though it does
highlight the importance of industry recognized credentials, work-based learning, and
post-secondary credit. The ProStart program does provide students with all three of these
post-secondary and workforce readiness outcomes, however it is worth noting that the ProStart
program is not receiving funding from the current K-12 PWR programs. With that in mind, it is
not clear how legislation that acts on report recommendations from the PWR cost-study might
intersect with the ProStart program.



OTHER BupGgeT RepucTioN OPTIONS

14 [Sen. Bridges] Overall and if not covered by the specific questions below, please share the
Department’s thoughts on each of the JBC Staff-generated budget reduction options, listed
below:

e Sweep of unencumbered one-time funding to the Department, particularly the
unencumbered $12.4 million from H.B. 21-1264 and $1.5 million from H.B. 21-1149

Response:
H.B. 21-1264

The $12.4 million referenced in the briefing will be finalized before the end of the calendar year
and is likely to change. All of the funding appropriated through H.B. 21-1264 is allocated to
projects or obligated to personnel expenses that cannot be formally encumbered in the state
financial system. The report covering activities through 9/30/2024 can be found at this link.
H.B. 21-1149

The Strengthening Photovoltaic and Renewable Careers (SPARC) Program is authorized through
June 30, 2026 with funding appropriated on an annual basis. Each year approximately $125,000
is used to pay staff navigators at two workforce centers who coach individuals about careers in
the areas related to this program. A small portion of funds supports ongoing career pathway
development and enhancement activity led by the CWDC. The bulk of annual funds goes to the
Colorado Community College System for the development training programs and to expand
those programs across multiple campuses. CCCS has obligated all funding that has been made
available and will spend by the required deadline. The unencumbered funding includes staff
costs that cannot be encumbered in the state system.

® Repeal the Employment Support and Job Retention Services program
Response:

As of December 1st the Employment Support and Job Retention Service Program (ESJR) has
provided supportive services to 371 individuals this program year. During the prior program year
the program served 522 individuals.

Top three service categories for this PY:

e Work Tools and Equipment 20%
e Transportation or help with a vehicle used for work 22%
® Emergency Housing 19%

List of other services provided by ESJR:

e Transportation or Vehicle
e Emergency Child Care
e Emergency Housing



Fees related to employment preparation, job training, employment pursuit, or job
retention activities

Work Tools and Equipment

Food and Nutrition

Utility, Telephone, and Internet Bills

Prepaid Cell Phones

Licenses and Certifications

Legal Services and Fees Related to Employment

Language, Communication, Interpretation, and Translation Expenses

Emergency and work related medical, behavioral, and mental health, dental, and
vision

services and expenses that impede an individual’s ability to prepare for, obtain, or
retain

employment

Other, as determined by CDLE

The ESJR program supports people who may not have access to other employment resources or
who are preparing for, seeking, or attempting to retain employment.

To participate in the program, individuals must have a household income at or below the
Federal Poverty line, are at least 16 years of age, and are eligible to work in the U.S. If this
program were cut it would negatively impact some of our most vulnerable jobseekers. Noting,
the program did run out of funds early last fiscal year and is likely to run out before the end of
this fiscal year. As of Dec 9 $31K remains. Goodwill is implementing strategies to sustain the
program until June 30 by limiting the amount of referrals from service providers and serving
individuals who are unemployed, not those who may be working less than six months and
needing assistance with job retention

e 5$700,000 one-time General Fund transfer from the Petroleum Redevelopment Fund
Response:

While activity in the fund has been slow in the past few years it has slowly picked up
recently and in March the fund was critical in facilitating a Brownfield cleanup for
redevelopment.

e $400,000 total General Fund transfer from the Scale-up Grant Program and Qualified
Apprenticeship Intermediary Grant Program

Response: The proposed reduction of $200,000 to each grant program will directly
impact the number of grants that the Department can award.

For the QAIl program, the Department plans to award $1.69M in grants (approximately
17 grants at $100,000 each). A $200,000 cut will reduce the number of grants by two.
There are currently 34 recognized qualified intermediaries that may be eligible to
apply for a grant.



o For the ScaleUp program, the Department plans to award $1.69M in grants
(approximately 33 grants at $50,000 each). A $200,000 cut will reduce the number of
grants by four. Each grant represents a new registered apprenticeship program or the
expansion of an existing program which means fewer jobs available for apprentices.

e S$500,000 one-time General Fund transfer from the Uninsured Employer Fund

Response: The purpose of this fund is to create a mechanism for the payment of covered claims

to workers who are injured while employed by employers who do not carry workers'

compensation insurance. The source of revenue are penalties from employers who do not carry

workers' compensation insurance. Expenditures are mainly payments to individuals.

It is unclear what the impact of reducing the Uninsured Employer Fund by $500,000 is. We are

currently able to provide injured workers with all levels of benefits and are able to encourage

claimant attorneys to represent these claims because they will get paid. If the fund is reduced

and those potential very large claims meet the eligibility requirements then it is likely the Board

will have to reduce benefits for all injured workers currently in the fund. We also believe that this

would reduce our stakeholder’s confidence in the financial stability of the fund moving forward

and discourage claimant attorneys from assisting these types of injured workers at hearing.

e 5200,000 one-time General Fund transfer from the Workers’ Compensation Immediate
Payment Fund

Response: The purpose of this fund is to provide immediate payment to injured workers if
their self insured company has declared bankruptcy. A reduction of $200,000 would severely
impact the fund’s ability to pay claims in the event of a bankruptcy. As the Fund only accrues
an average of $1,800 a month in interest, it would take over nine years to recoup this money
solely via interest accrual, making an assessment necessary. As a result, the Division would be
forced to complete an assessment against all currently licensed public and private self-insured
employers to make up the difference, including the State of Colorado who is self-insured. It
can take months for the Department to recover assessment payments from self-insured
employers, as it can be difficult for public employers such as school districts and municipalities
to pay for unexpected costs such as this. Additionally, at the current level of $750,000, the
Division does not have enough money to bridge the payment gap if a larger employer declares
bankruptcy. A 26% decrease will mean that the Division will not have enough money for
smaller bankruptcies as well.

e $450,000 General Fund refinancing to the Workforce Development Fund

This would be an expansion of the enterprise that would need to be reviewed in more
detail. The fund receives fees from employers paying the support surcharge. Because
employers across the state pay the support surcharge the fee should be used to benefit the
labor market as a whole and not a specific subsector. There are also concerns that
increasing expenditures from the Fund will require the Fund to have more revenue which
could cause it to receive more than $100M in the first five years and require voter approval
per Proposition 117.



ONE-TIME FUNDING

15 [Sen. Bridges] How much funding is currently unencumbered from that appropriated to

the Department through H.B. 21-1264 and H.B. 21-11497? Of this, how much of it is

committed and what is the Department’s timeline to spending unencumbered funding?
What is the funding used for?

Response:
Funding Project:Project Unencumbered/
State Bill Source Name Allocation Expended Encumbered |Obligated funds
Workforce
HB21-1264 General (R) |Innovation Act | $44,348,649| $37,425,110.00| $2,985,728.00| $3,937,811.00
Workforce
HB21-1264 Cash Refinance $15,651,351| $1,585,946.52| $6,514,338.14| $7,551,066.34
Workforce
Programs into
Energy Career
HB21-1149 Cash Pathways $5,000,000( $4,504,007.71 $3,280.00 $492,712.29

HB 21-1264: Much of it is obligated to local workforce areas or to community based
organizations. These funds are being spent in accordance with the requirements of H.B. 21-1264
and the federal restrictions. Most of the money will be spent by 6/30/2025. Funds that are

supporting sector partnership efforts have been made available to grantees through
12/31/2025. A relatively small amount of funding will be spent by the final required date of

12/31/2026 as a minimum number of FTE will be funded to complete all grant closeout

activities and an external evaluation on the use of the federal funds will be completed.

HB 21-1149: The numbers were updated to include the Interagency agreements on its final
stages between CDLE and the Colorado Community Colleges in the amount of $894K. Any
action to recapture funds not yet spent would result in the colleges not being able to prepare
learners to meet employer demand for clean energy careers in Colorado.

WoRrkrorce PROGRAMS

16 [Sen. Bridges] How else is the Department serving the needs covered by the Employment
Support and Job Retention Services Program? Please discuss where there may be
redundancy in programs.




Response: The Department uses the funds from the Employment Support and Job Retention
program to cover supportive services for individuals seeking work or requiring support to
maintain employment. This funding is critical as it allows the department to provide these
supportive services to individuals who may not be eligible to receive services under WIOA Title |
due to federal eligibility requirements. Although WIOA does provide supportive services, the
two programs are distinctly different because of the eligibility requirements of WIOA and
therefore no redundancy exists between the two programs.

17 [Sen. Amabile] What is the role of the Qualified Intermediary Grant Program, when
connecting apprenticeship programs with jobs seems like it would already be occurring?
What is the role of the Scale-Up Grant Program? Do both of these programs have their own
administrative costs and FTE, and if so, how much?

Response:

10

Registered apprenticeships are considered the gold-standard of work-based learning.
This mode of learning is comparable in skill-development and rigor to higher education.
Unlike higher education, learning takes place both on the job and through related
academic instruction.
Businesses may see value in providing education and training directly related to their
needs however usually businesses don’t have direct experience providing education and
training.
Qualified intermediaries are the organizations that help to ensure the apprentice
receives a high-quality education and training experience and the business receives well
educated and trained talent for their needs.
For example, Emily Griffith Technical College prepares apprentices to work for employers
by connecting apprentices to job opportunities, employers to a skilled workforce, and
supportive business services to ensure both parties are successful in their match.
Intermediary organizations might include industry associations, workforce boards,
community colleges, labor unions, non profits, government agencies, and specialty
training providers.
To expand apprenticeship as a viable, high-quality alternative to higher education for
students interested in hands-on experiences, intermediaries are essential. Whereas
institutions of higher education have administrative staff to recruit, retain, and launch
students into their careers; apprenticeship intermediaries fill this role in a less
institutional setting.
Both of these Grant Programs were created through HB24-1439 and are in the process
of being implemented.
Qualified Apprenticeship Intermediary (QAIl) Grant Program

o In 2024, the State Apprenticeship Agency recognized two types of Qualified

Apprenticeship Intermediaries to reach more career seekers and employers
throughout the state:



m Industry Apprenticeship Intermediaries, like the Associated General
Contractors Colorado, Grand Junction Area Chamber of Commerce, Front
Range Community College, and Early Childhood Workforce Connect, focus
on addressing employer needs through apprenticeship by providing
industry focused program design/curriculum development, reducing
administrative burden, and support with the implementation of
apprenticeships.

m Talent Apprenticeship Intermediaries like the Pikes Peak Workforce
Center, The Master’s Apprentice, and Work Options focus on career
seeker and/or apprentice needs, especially those facing employment
barriers, by increasing awareness of apprenticeships, providing direct
connections to opportunities and providing the resources necessary to
retain in their program.

o The QAIl program is a competitive grant program to increase the capacity of QAls
so they can recruit more businesses to hire apprentices and/or provide
supportive services to apprentices so they can participate.

e The Scale Up Grant program provides seed funding (small grants ~ $50,000) and
technical assistance to businesses to launch or expand a new Registered Apprenticeship
Program. The seed funding can be used to design curriculum, pay instructors or mentors
to support apprentices, purchase equipment, or other costs associated with designing or
expanding a Registered Apprenticeship Program. The Scale Up Grants were piloted using
a federal grant, which allowed the Office of the Future of Work to distribute $1.7M to
launch or expand 39 new apprenticeship programs with 51 employers across Colorado
over the course of two cycles.

e The Office of the Future of Work has 2.5 FTE dedicated to administering these two
grants over three years. This includes portions of two Grants Specialists to administer
the grants, and a portion of a Programmatic Monitor and Fiscal Monitor to ensure the
compliant spend down of funds. For FY 2024/25, $1,333,334 was appropriated for the
grant program, of which $133,334 will be used for staff, technology, and other
administrative costs and $1.2M will be distributed in grant awards.

18 [Sen. Bridges] It looks like there is a lot of duplication in the Department’s workforce
programs. What are all of the grant programs in the Department that do similar things?
Among those grant programs, what are the outcomes the Department is measuring and
using to determine grant funding? What are the job outcomes of all the Department’s
workforce programs (not training outcomes, but actual employment outcomes)?

Response:

o State Funded Grants for Registered Apprenticeship Programs:

11



m HB23-1246: The BuildUp Grant Program funds training costs and
supportive services for Registered Apprenticeships in the building and
construction trades.

e Criteria: Per the bill, the criteria to determine grant funding
include demonstrating how the grantee will use the grant award
to provide training to apprentices at no cost to the apprentices,
how it will use the grant award to directly provide training, or
remove barriers to accessing training, to persons from target
populations; and commit to diversity, equity, and inclusion in its
Registered Apprenticeship Program.

Funding: $1.4M

Employment Outcomes: Two rounds of grants were awarded in
May and December 2024 to nine Registered Apprenticeship
Programs with 113 projected hires over the next 18 month:s.

m SB24-218: The goal of the Lineworker Apprenticeship Grants are to assist
existing Registered Apprenticeship Programs in the Transmission or
Distribution Lineworker Trades, absorb costs associated with career
training, and help more people obtain and retain employment in the
sector.

e Criteria: Per the bill, the criteria to determine grant funding
include demonstrating how the grantee will use the grant award
to train apprentices as transmission or distribution lineworkers on
construction projects. Grantees are required to provide a match.

e Funding: $600,000.00 and multiple grants will be funded with a
possible maximum initial grant award of $150,000.00.

e Employment Outcomes: the application for this grant closes
December 6th.

m HB24-1439:

e Scale Up:

o Criteria: Per the bill, grantees must be employers or
sponsors who plan to launch a Registered Apprenticeship
or expand an existing program.

o Funding: S2M for the Scale Up Grants over three years
which provide up to $50,000 and technical assistance to
launch or expand a registered apprenticeship.

o  Employment Outcomes: the grants will be awarded in
2025 but we anticipate 100% employment for apprentices
since they are hired at the time of entry to the program.

e Qualified Apprenticeship Intermediary (QAI) Grant Program: The
Qualified Apprenticeship Intermediary Grants aim to provide
capacity building support for organizations that have been

12



13

officially recognized by the State Apprenticeship Agency as
Qualified Apprenticeship Intermediaries.

o Criteria: Per the bill, grantees must be a Qualified
Apprenticeship Intermediary recognized by the State
Apprenticeship Agency and will be selected based on the
applicant’s record of success in supporting job seekers,
apprentices, employers, and sponsors; the regional
diversity of the areas served by an applicant; the diversity
of populations served by an applicant; and how the
registered apprenticeship programs served by the
applicant meet talent needs in high-priority, high-demand
industries
Funding: $2M for the QAI Grants over three years.
Employment Outcomes: the grants will be awarded in
2025; employment is not a direct outcome for this
program but we anticipate 100% employment for
apprentices in programs supported by qualified
intermediaries.

e CWDC: Small Business Apprenticeship Grant
o The CWDC has used ARPA funds to award Office of Future of Work - Workforce
Programs:

1)

2)

3)

The Office of the Future of Work houses Colorado’s State Apprenticeship
Agency (SAA).

The SAA is a regulatory agency recognized by the USDOL Office of
Apprenticeship to oversee Registered Apprenticeship Programs in
Colorado and ensure their conformity with federal regulations as part of
the national Registered Apprenticeship system.

Registered Apprenticeship Programs are a specific workforce
development training model that:

Start with employment at program entry: Apprentices are hired and paid
by the employer for the duration of the Registered Apprenticeship
Program (100% employment)

Require Structured On-the-Job Learning: Programs provide structured
on-the-job training in specific competencies identified by the employer to
prepare for a successful career, including instruction from an experienced
mentor. Most apprenticeships provide at least 2,000 hours of on-the-job
learning per year.

Require Supplemental Education: Apprentices are provided supplemental
classroom education based on the employer's unique training needs to
ensure quality and success. Most apprenticeships provide at least 144
hours of related instruction per year.



4) Result in Nationally Recognized Credentials: Apprentices earn a portable,
nationally-recognized credential within their industry.

o Nationally there are over 600,000 apprentices, and in Colorado there are over
7,500 who are employed as apprentices by more the rants of up to $50,000 to
small businesses for apprenticeship program development. The Governor
prioritized the use of those funds for apprenticeships and the grant was designed
to function similar to the Scale-Up grants but with a different target audience.
The recipients are primarily small, minority-owned businesses who have difficulty
developing new initiatives without grant support. This is a one time project the
CWDC is implementing and it will not be repeated without a new funding source
being identified.

The majority of workforce programs within CDLE are managed by the Employment and Training
Division. The largest of those programs is the federal Workforce Innovation and Opportunity Act
that authorizes an array of activities and sets performance standards for all states. Targets for
each of the performance measures are set by the federal agency after some negotiation with
state staff. Immediately below is a snapshot of data points about the public workforce system in
Colorado.

m SB14-015:

e Hospitality: The Colorado Restaurant Foundation’s ProStart
Program is about “Feeding Dreams” to transform Colorado's
hospitality landscape with the Hospitality Grant Program. This
dynamic initiative is designed to supercharge growth, elevate
standards, and ignite innovation within the realm of hospitality
programs, including the renowned ProStart® now in tandem with
the Restaurant Youth Registered Apprenticeship (RYRA) that has
braided efforts to bring focus to Registered Apprenticeship in
Hospitality.

e Total Award Amount: $362,000

e Begin and End Dates: Initiated in 2015 through a state grant, it is
not bound by a predetermined end date, as its duration is
contingent upon the availability of funds. However, the grant is
currently under review for potential further funding.

e Goals and Mission:

e Expand ProStart® into additional Colorado high schools

e Expand ProStart® student professional development
programs

e Expand the Lodging & Resort Management Level 1 & 2
Program and ProStart® Registered Culinary Arts Youth
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e HB19-1107:

Apprenticeship Program into additional high schools.

e Expand and market student professional development
program support

e Provide program enhancement grants to implementing
ProStart® Programs

e Identify and promote programs and events that elevate
hospitality careers and the industry's stature

e Develop a skilled workforce for the hospitality industry

e Foster economic stability in local communities in
conjunction with reducing unemployment rates among
youth

e Empower marginalized schools and students through
meaningful career pathways

e Who the program is for: The program is for high school students.
e What the program does: The program operates under the

Colorado Restaurant Foundation (CRF), which serves as the
steward of Colorado ProStart®, the esteemed Pre-Apprenticeship
program sanctioned by the National Restaurant Association
Educational Foundation. CRF has diligently established a robust
infrastructure, fostering continuous access points and skillfully
interweaving supportive services and other resources for students
pursuing opportunities in Culinary Arts, Restaurant Management,
and Kitchen Manager within both secondary and post-secondary
educational institutions. The ProStart® program provides practical
skills training and certifications from which participants directly
benefit. Students transition from classroom learning to real-world
employment through the work-based learning experiences
offered.

How to access the program or service: This program is available in
approximately 48 Colorado secondary schools.

o Employee Support and Job Retention Program: The Employment Support and Job
Retention Services Program is a State-funded program that provides up to $400
in supportive services to eligible unemployed or underemployed Coloradans so
they can pursue employment goals. The purpose of the program is to help
eligible individuals who may not qualify for or have access to other employment
resources or who are preparing for, seeking, or attempting to retain employment.
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Total Award Amount: Federal Fiscal Year (FFY) 2024 = $250,000. Funds are
annually appropriated through the 2024-25 Long Appropriations Bill.

Begin and End Dates: July 1, 2024 - June 30, 2025

Goals and Mission: Provide $400 in supportive services to job seekers through a
statewide network of Service Providers (SPs) delivering access in all 64 Colorado
counties.

Who the program is for: Coloradans actively seeking better employment and job
retention who are unemployed or underemployed, have a household income at
or below the Federal Poverty line, are at least 16 years of age, and are eligible to
work in the U.S.

What the program does: Provides up to $400 in supportive services for
employment preparation, pursuit, and retention to eligible Colorado job seekers
and recently hired individuals.

How to access the program or service: Eligible Individuals make a request to the
service providers they are working with. To be reimbursed by Goodwill, service
providers make a referral to Goodwill, which must be approved. Service providers
are then reimbursed.
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In addition to the statistics on people served and training completed, the data on the
federal performance measurements in the last program year is below.

Statewide Performance Measures
Measures are for PY23, July 1, 2023 through June 30, 2024. Colorado met all statewide

performance targets.

Table 5: Title | PY23 - Adult
PY23 (unadjusted) data submitted to the National Reporting System in November 2024

Adult Measures Statewide : Standards
Qtr 2 Employment Rate 72.77% 75.0%
Qtr 4 Employment Rate 73.31% 70.0%
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Adult Measures Statewide : Standards

Median Earnings $9,717.00 $7,273.00
Credential Rate 78.65% 78.8%
Measurable Skills Gains 68.54% 63.5%

Table 6: Title | PY23 - Dislocated Worker

PY23 (unadjusted) data submitted to the National Reporting System in November 2024

Dislocated Worker Measures Statewide : Standards

Qtr 2 Employment Rate 72.48% 74.0%
Qtr 4 Employment Rate 72.97% 76.0%
Median Earnings $11,709.00 $10,500.00
Credential Rate 76.35% 70.0%
Measurable Skills Gains 72.86% 65.0%

Table 7: Title | PY23 - Youth

PY23 (unadjusted) data submitted to the National Reporting System in November 2024

Youth Measures Statewide : Standards

Qtr 2 Employment Rate 72.43% 68.2%
Qtr 4 Employment Rate 71.14% 67.0%
Median Earnings $5,609.00 $4,073.00
Credential Rate 65.63% 62.0%
Measurable Skills Gains 59.66% 55.0%

Table 8: Title Il PY22 - Adult Education

PY23 data will be submitted to the National Reporting System in November 2024

Adult Education Measures Statewide : Standards

Qtr 2 Employment Rate 26.71% 22%
Qtr 4 Employment Rate 29.76% 25%
Median Earnings $6,933.63 $5,800
Credential Rate 41.40% 17.7%
Measurable Skills Gains 51.55% 41%

Table 9: Title 11l PY22 - Wagner-Peyser

PY23 (unadjusted) data submitted to the National Reporting System in November 2024

Wagner-Peyser Measures

Statewide

Standards
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Qtr 2 Employment Rate 63.39% 53.0%
Qtr 4 Employment Rate 62.65% 54.0%
Median Earnings $8,700.00 $6,200.00

Table 10: Title IV PY23 - Vocational Rehabilitation
PY23 data based on the final submitted RSA-911 and ETA-9169 reports

Common Performance Measures Performance: Target

Qtr 2 Entered Employment Rate 55.9% 52.8%
Qtr 4 Entered Employment Rate 56.0% 50.8%
Median Earnings $5,037 $4,633
Credential Rate 23.3% 26.5%
Measurable Skills Gains 38.7% 35.0%

Annually, the data points presented above and qualitative updates on the success of the public
workforce system and partner programs are reported to the US Department of Labor through a
consolidated report. View the WIOA Annual Report for program year 2023 (also attached as
Appendix 3).

The Division is entrusted with the goal of fostering connections, enhancing productivity and
sustainability, and championing the diverse talents of our state’s workforce. Through these
efforts, we contribute to Colorado’s continued growth and the resilience of its economy

19 [Sen. Bridges] To better understand potential duplication, for all of the Department’s
workforce development programs, please share the population they serve, if they are being
served in other ways, and what is the cost per person served.

Response:
Employment and Training Division

The Employment and Training Division is responsible for fostering a dynamic and robust labor
market in Colorado by ensuring that job seekers are connected with the Public Workforce
System for opportunities, supporting businesses with workforce needs, and administering
programs that promote economic growth and stability.

To accomplish this, the Employment and Training Division team collaborates with a wide variety
of workforce system partners, including local workforce areas, businesses, educational
institutions, economic development, human services, and community-based organizations
across the state to provide not only direct services, but also funding, guidance, technical
support, and oversight to all of the critical services provided.
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The Division is tasked with the goal of fostering connections, enhancing productivity and
sustainability, and championing the diverse talents of our state’s workforce. Through these
efforts, we contribute to Colorado’s continued growth and keep Coloradans working.

The Employment and Training Division secures and administers a broad range of funding that
includes competitive discretionary grants in addition to formula funding at the state and federal
levels to deliver a more robust ecosystem for Colorado. Employment and Training’s PY23
outcomes contributed to the following ongoing key results:

e Build a pipeline of skilled talent and quality jobs for Colorado workers to prosper.

® |nnovate and advance strategies to educate stakeholders of the talent and workforce
development ecosystem in Colorado and nationally.

e Return on investment of public funds is realized and demonstrated throughout the
public workforce system.

e C(reated a seamless customer experience, regardless of the channel of engagement.

e Increased our reach and brand awareness of the public workforce system through
data-driven strategies, which led to higher program success rates and outcomes.

e Provided tailored, efficient, and effective services that met the workforce needs of
businesses, resulting in increased job placements, improved employee skills and
retention while fostering partnerships with chambers and economic development

The Employment and Training Division allocates the majority of its funding to the Public
Workforce System, where local control ensures that community-specific needs are met.
Consequently, the cost per participant for Workforce Innovation and Opportunity Act (WIOA)
programs and discretionary grants varies across local areas. Similarly, cost variations for
Wagner-Peyser and Workforce Enterprise Fund (WEF) programs reflect differences in
community needs and other factors, including customer support services, training
requirements, youth incentive policies, and staffing expenses. These localized approaches
ensure resources are tailored effectively to address the unique demands of each workforce
area.

In addition to ensuring that the workforce system has the funding, policy, and technical
resources it needs to ensure the success of all Coloradans, Employment and Training
administers a number of programs at the state level. Follow the links below to see a high-level
performance report for each program.

e Adult/Dislocated Worker/Youth (WIOA Title 1)
Colorado Pathway Home

CW STEP

Disability Program Navigator

Displaced Homemaker Grant

Employment Support and Job Retention Program
Federal Bonding

Foreign Labor Certification
Governor's Summer Job Hunt
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Hospitality Grant Program
Jobs for Veterans State Grant

Monitor Advocate and Migrant and Seasonal Farmworkers
Pathful Program

Rapid Response Layoff Assistance and Aversion Services
Trade Adjustment Assistance

Veterans Service to Career Program

Work-Based Learning Incentive (WBLI)

Work Opportunity Tax Credit

Wagner-Peyser Employment Services

Office of Future of Work - Workforce Programs:

e Typically there are no participant costs to participate in Registered Apprenticeships;
apprentice wages and training costs are covered by the employer. However, employers
and their training provider partners may require funding to support the curriculum
development, training supplies, instructor wages, equipment, and supportive services to
ensure apprentices are able to participate in the program. Therefore, grant funding is
distributed to Registered Apprenticeship Program sponsors, employers, and training
partners and not directly to participants. Even where grants are awarded, the majority of
each program is still funded by the employer.

e While all Registered Apprenticeship Programs are required to report program and
apprentice information to the State Apprenticeship Agency, not all receive grant funds.

® Apprentice demographic data and program distribution can be found on Apprenticeship
Colorado’s Data Dashboard.

CasH FUND SPENDING INCREASES

20 [Sen. Bridges] Can the Workforce Development Fund cover some of the current General

21

Fund appropriations to existing workforce development programs and line items? Examples
include General Fund appropriations to the Office of Future Work, the State Apprenticeship
Agency, the Colorado Workforce Development Council, or other General Fund
appropriations within the Division of Employment and Training. If so, how much General
Fund could be refinanced by the Workforce Development Fund?

This would be an expansion of the enterprise that would need to be reviewed in more
detail. The fund receives fees from employers paying the support surcharge. Because
employers across the state pay the support surcharge the fee should be used to benefit the
labor market as a whole and not a specific subsector. There are also concerns that
increasing expenditures from the Fund will require the Fund to have more revenue which
could cause it to receive more than $100M in the first five years and require voter approval
per Proposition 117.



21 [Rep. Sirota] Please share an estimate of how much new programs added to Labor
Standards since 2019 could be funded through the Employment Support Fund?

Employment Support Fund (ESF) expenditures are the same as General Fund expenditures for
budget balancing purposes. Revenue that would cause the ESF to exceed its balance cap is
diverted to the Unemployment Insurance Trust Fund (UITF) and is then exempt revenue. More
ESF expenditures means the ESF can collect more non-exempt revenue before hitting its cap.

22 [Rep. Sirota/Sen. Kirkmeyer] In general, how much more spending can the Employment
Support Fund support, and in what program areas?

Employment Support Fund (ESF) expenditures are the same as General Fund expenditures for
budget balancing purposes. Revenue that would cause the ESF to exceed its balance cap is
diverted to the Unemployment Insurance Trust Fund (UITF) and is then exempt revenue. More
ESF expenditures means the ESF can collect more non-exempt revenue before hitting its cap.

Furthermore, the ESF’s revenue comes from the employer support surcharge. All employers pay
this surcharge and so it should fund programs that benefit the whole state so all employers
benefit from the fee. It should not be used for targeted programs for a specific sector.

CasH FUND TRANSFERS AND DECREASES

23 [Sen. Bridges] For the Uninsured Employer Fund, please elaborate on why the Department
thinks a transfer could reduce the costs of provided benefits? In what scenario does the
Department see costs and demand rising so high to warrant this?

Response: The Uninsured Employers Board sets the amount of benefits paid to injured workers who
were employed by uninsured employers every June. The benefits are paid on a tiered basis, with
medical benefits being the highest priority; additional tiers include wage loss benefits and payment for
permanent injuries. When determining the benefit level, the Board looks at current and likely costs for
admitted claims, the estimated number of new claims in the upcoming year, and the likely costs
associated with those new claims.

The Division currently has 36 injured workers accepted into the fund, but we also monitor claims which
have been filed but are not yet eligible to apply. Since the fund opened on January 1, 2020, 428
uninsured claims have been filed with the Division. Currently there are 92 open claims which have been
filed with the Division but have not proceeded to hearing, which is an eligibility requirement. Claims can
be expensive. One worker injured in a trucking accident was hospitalized for months with a spinal cord
injury and to date, just the medical costs are $444,868. When he was injured, this worker was
anticipated to be a paraplegic; however, due to the fund’s medical intervention, he has regained the use
of his legs. The average cost per claim is $66,327, but in addition to the trucking claim, nine claims
currently exceed $100,000 and another exceeds $200,000. We currently have a potential claim that
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involves a traumatic brain injury where the claimant remains comatose, and another where a young
worker lost his life and his wife and two young children would be entitled to funeral and dependent
benefits. Both of these claims have the potential to cost $1 million or more. Currently the fund is paying
for all workers’ compensation benefits, but these large claim costs could be so significant that any
decrease in our overall fund could mean a mandatory reduction in benefits to injured workers.

The only mechanism for collecting revenue in the fund is through regulatory fines issued by the Division
and fees associated with fatalities where no dependents are present. While the fund actively seeks to
recoup benefit payments from the responsible uninsured employers, such efforts are rarely successful as
those employers have often disappeared. Revenue in this fund is highly variable with $1.4M collected in
FY24. There is not a mechanism to greatly increase this revenue source. If the fund is decreased, the
Board would need to reassess whether there is enough money to continue providing all benefits levels,
as is currently allowed, or if benefits would need to be decreased to ensure that at least medical benefits
can be paid. This would mean that injured workers would no longer receive lost wages which are used to
purchase food and housing.

24 [Sen. Bridges] What is the Workers” Compensation Immediate Payment Fund? Please
describe how that fund is used, it’s original intent, how it collects revenue, and why its
expenditures have been so low since FY 2022-23?

Response: The Immediate Payment Fund bridges the gap between a self-insured employer declaring
bankruptcy and the Division collecting any collateral from the bankrupt self-insured employer to pay for
workers’ compensation claims. The Division currently has 70 employers who are actively licensed to
self-insure their workers’ compensation, as well as manages accounts for an additional 27 employers
who were self-insured in the past and still have outstanding claims from that period. To be a self-insured
employer, a company must have at least 300 employees in Colorado or $100 million in assets. Because
workers’ compensation benefits can be paid for an injured workers’ lifetime, part of the self-insurance
license includes the requirement that employers retain security to cover the cost of any claims that
might exist after a bankruptcy. When a self-insured employer declares bankruptcy and ceases to pay for
its workers’ compensation claims, the Division becomes responsible to manage and pay for all medical
and indemnity costs associated with the bankrupt employer’s claims. As these are large employers,
there can be dozens if not hundreds of open claims. However, it can take months for the Division to
obtain the required security to pay for those expenditures as surety companies require significant proofs
of claim and may even litigate having to pay the surety bond. Workers’ compensation medical benefits
are legally required to be paid within thirty days of the bill, and indemnity benefits must be paid every
two weeks. The Immediate Payment Fund allows the Division to meet its statutory payment obligations
while the actual funding is obtained and is eventually replenished by the bankrupt employer’s security.

The Immediate Payment Fund was created in 1990 and enacted in 1992. It was initially funded by an
assessment against all self-insured employers who were actively licensed at that time. When a
bankruptcy occurs, whatever is spent from the Immediate Payment Fund is replenished out of the
money obtained from that employer’s surety bond.
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25 [Sen. Bridges/Sen. Kirkmeyer] Please justify why the Workers’ Compensation Immediate
Payment Fund shouldn’t be eliminated.

Response: The Immediate Payment Fund is the only mechanism that allows the Division to timely pay
for workers’ compensation claims after a self-insured employer goes bankrupt. These payments go
towards an injured worker’s medical expenses and wage replacement. Failure to provide wage
replacement could mean that families are not able to purchase food or pay for rent until the Division is
able to recover the bankrupt employer's security. Failure to pay medical bills can result in injured
workers being unable to access needed medical treatments and medications. Historically, obtaining
surety payments has taken an average of six months, although in a case where the surety company
chooses to litigate, such litigation can take over a year. This fund was last utilized for its intended purpose
in FY24.

26 [Sen. Amabile] Can the revenue gained in the Workers’ Compensation Immediate Payment
Fund be sent to another cash fund?

Response: The fund’s only current revenue is generated through interest earned on the fund. After its
initial inception, this fund has been replenished when necessary. According to 8-44-206(3)(b), all money
collected for this fund shall be used solely for the administration and benefit of injured employees of
bankrupt self-insured employers. Without a statute change, we do not believe that this revenue can be
transferred to another cash fund.

LABOR STANDARDS

27 [Sen. Bridges] Share an estimate of General Fund relief and FTE impact of different options
to combine programs added to the Labor Standards unit since 2019.

Response:

(1) As it gained new programs in recent years, Labor Standards (LS) has worked to efficiently consolidate
programs with overlapping subject matter or processes.Examples:

(a) Starting in 2020, four laws significantly expanded (or created new) anti-retaliation and
whistleblower rights (the 2020 paid sick and COVID whistleblower laws, and the 2023 wage theft law and
health/safety whistleblower law). Those laws allow claims to be filed with LS, which LS investigates and,
if it finds a violation, issues binding rulings that order relief (requiring changes to unlawful policies,
reinstatement and back pay for those unlawfully terminated, attorney fees for those represented, etc.).
Rather than each law generating partially duplicative complaint-processing, investigative, and managerial
staff, LS has one Retaliation Unit covering retaliation claims under all these laws, with a unified manager.

(b) Starting in 2020, four laws significantly expanded (or created new) labor relations (mainly
union-management) rights (Colorado WINS in 2020, county collective bargaining in 2022, and public
employee speech and organizing rights in 2023). Those laws created a range of work for LS, including:

24



running elections to unionize; investigating and issuing binding rulings on complaints of unfair labor
practices; and resolving various employee classification disputes. Rather than each law generating
partially duplicative election, complaint-processing, investigative, and managerial staff, LS has one Labor
Relations Unit covering all such matters, with a unified manager.

(c) Starting in 2022, three laws created significant new data-reporting duties for specific
industries (health staffing agencies in 2022, and transportation and delivery network companies in
2024), and related obligations for LS to collect, track, and enforce the reporting of such data. Rather than
each law generating partially duplicative administrative, investigative, technical, and managerial staff, LS
has one Data Reports Unit covering all such matters, with a unified manager.

(d) The above programs also generate work tasks outside their primary units that are efficiently
consolidated with LS-wide units, each partially funded by the funding from each new law. Examples:

(i) rulemaking, and policy research on novel or complex issues, is performed by an
LS-wide Policy Unit;

(i) technical work, such as adjusting and managing our Salesforce and other data
systems, is performed by an LS-wide Business Analyst unit;

(iii) outreach on the new requirements of these laws (LS gives roughly 100 presentations
annually), and responses to individual inquiries (LSA receives thousands of inquiries annually) is
performed by LS-wide Outreach and Call Center Units;

(iv) larger investigations, when an individual complaint or lead shows the need (e.g.,
when a violation may span an entire workforce or sector) are performed by an LS-wide Strategic
Enforcement Unit;

(v) complaint-processing, routing inquiries, mailings, and related paperwork are
performed by an LS-wide Support Unit; and

(f) appeals of orders and rulings by any LS unit are adjudicated by an LS-wide Appeals Unit with
administrative law judges as well as legal assistant and support staffing.

(2 ) These efforts have allowed resources to be maximally devoted to serving victims of labor violations
with our investigations and rulings, as well as serving employers with strong outreach and compliance
assistance. The extensive existing consolidation also means that (a) most staff perform the core LS work
of investigating and remedying labor violations, and (b) LS is very efficient in its operating expenses,
which account for only 6% of the LS budget, with the other 94% funding staff wages and benefits.
Accordingly, any cuts would require cutting investigative staff, increasing wait times for victims of wage
theft, retaliation, union-management violations, etc.

UNEMPLOYMENT INSURANCE

UNEMPLOYMENT INSURANCE PROGRAM
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[Sen. Amabile/Sen. Bridges] Is the Division still working on improving the process for
people to receive unemployment insurance claims, particularly for those who do not have a
smooth experience in applying (such as getting stuck in a fraud alert, are marked as missing
information, etc.)? Please share the Division’s annual update on unemployment insurance,
particularly efforts to improve the process for claimants and beneficiaries — how have
improvements been going and what are the Division’s future plans?

Response:

In 2024 alone Ul implemented 10 different process upgrades to improve claimant access and customer
experience

26

o Received nearly 1000 responses to the claimant experience survey - feedback from the
survey and focus groups informed other process improvements on this list, including the
claim status tracker and text message reminders to claimants

o Conducted three claimant focus groups, with 20 participants each - feedback from the
survey and focus groups informed other process improvements on this list, including the
claim status tracker and text message reminders to claimants

o Claim status tracker - from 2023 to 2024, 5% more claimants report that they know how
to find issues on their claims
Reviewed and revised 500 pieces of correspondence for plain language

o Reviewed and revised 250 MyUl+ screens for plain language in the application
Created “how-to” video series in English and Spanish - placed in the Ul claimant lobby,
these videos educate claimants re: common Ul roadblocks (id verification, workforce
registration, weekly certifications)

o Created revised claimant handbook in plain language - website statistics show an
increase in traffic to the new handbook

o Updated Virtual Assistant - updates to this virtual assistant ensure that claimants are
getting answers for emerging issues without having to speak to a live customer service
agent.

o Implemented ID.me identification verification - too early to report meaningful impact,
but this immediately cleared many PI holds in the system and transferred the work of
verifying claimant identity to our single sign-on vendor.

o Redesign MyUl+login - made the login page more clear for claimants and directed them
to resources without having to search our website for answers to common claim
questions.

e There are also several new process improvements in the process of implementation

o Claimant survey and focus groups - nearly 400 claimants responded, 200 are interested
in participating in focus groups. Their comments will inform future process
improvements.

o Personalized claim information is available through virtual agent- the vast majority of
calls to our call center are “what is the status of my claim?” - this update will allow
claimants to check their status easily through the virtual agent



Spanish version of the application launching in early 2025 - increase access to services to
our spanish speaking claimants, which typically number around 20% of the claimant
population

Direct claim escalation function in MyUl+ for claims exceeding expected adjudication
time - claimants with a pending claim that has not been decided may directly ask for an
escalation within MyUl+ instead of having to call the call center.

Expanded VA/IVR call center and self-service solution - we expect this solution to
expedite all of our customer service solutions by integrating them into one product
Revised Claimant Handbook in Spanish - increase access to services to our spanish
speaking claimants, which typically number around 20% of the claimant population

e From July through October 80% of claims were processed in 1 to 4 weeks. Seventeen percent of

claims were processed in 5 to 7 weeks and 3% of claims took longer than 7 weeks.

® |n September of this year, Colorado was in line with the national average for claims processing

timeliness with the national rate of claims being paid within 21 days being 79% and Colorado’s

21-day first payment timelines also being 79%.

e The backlog for claims processing as of 11/1/2024 is 301. Claims processing federal first payment

timeliness data for CY2024 (demonstrated improvements):

Jan-24 Feb-24  Mar-24 Apr-24  May-24 Jun-24 Jul-24 Aug-24 Sep-24 Oct-24  Nov-24
40.90%  33.64%  26.22% 31.11% 39.72% 49.70% 50.09% 55.33% 66.78% 68.87% 75.44%

29 [Sen. Bridges] How was funding provided through the FY 2023-24 Long Bill towards
Unemployment Insurance fraud prevention work used and what were the outcomes from
that funding?

Response: Fraud prevention efforts were primarily funded by a series of ARPA grants which have either

expired or are due to expire at the end of 2025. The last grant received has only 17% left and is fully
obligated.
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e Grant investments were used for technology improvements and the staff time required to

implement new tools and mitigate remaining pandemic backlogs.

e Technology procurements and tools deployed:

o

o O O O

o

March 2023 - LexisNexis ldentity Verification Integration with MyUI+

April 2023 - Google Fraud Analytics Engine

June 2023 Google Fraud Analytics Emerging Trends Dashboard

December 2023 - USPS ID Verification integration with MyUl+

January 2024 Bank Account Verification integration with MyUI+

October 2024 - ID.me Single Sign-On and ID Proofing integration with MyUI+

e Deployment of new tools and process improvements including a dedicated team to combat Ul

Benefits Fraud have had a major impact on Colorado’s ability to stop benefits from being stolen

and have saved millions from being taken from the Ul Trust Fund.
e FY2023-2024 Fraud Prevented in amount of claims: $419.09 Million total



e Ongoing annual costs to maintain and improve ID verification and fraud tools: Approx $2.5
Million

e Since March of 2023 Ul has implemented several new fraud prevention technologies including
o LexisNexis Integrated ID verification,

Google Fraud Analytics engine

Google Fraud Analytics emerging trends dashboard

USPS ID verification

Bank account verification services
o AndID.me

e Fraud triggers are actively updated based on emerging trends, which allows for targeted fraud

o O O O

protection without holding up the claims process for 97.4% of all claims

Overall Colorado is one of the best-performing states in terms of preventing fraud. Colorado has the 9th
lowest rate of fraud in the nation.

Below are the annual average fraud rates and total dollars paid to fraudsters. The fraud rate represents
the total percentage of all overpayments in the year that were caused by fraudulent activity for Colorado
Ul. The total dollars paid is the amount of money that was paid to fraudsters based on that fraudulent

activity.

e 2019
e Fraud overpayment rate 1.054%
e Total dollars paid in fraud: 3,915,456

e 2020
e # of confirmed fraud cases via ID Theft: 5538
e Fraud overpayment rate 2.265%
e Total dollars paid in fraud: 32,368,046 not including ID theft fraud
e Total dollars paid in fraud $56,083,845.00 via ID Theft Fraud
e Total dollars of paid fraud prevented: : $51,996,941.50

e 2021
e # of confirmed fraud cases via ID Theft 7825
e Fraud overpayment rate 9.277%
e Total dollars paid in fraud: 94,036,534 not including ID theft fraud
e Total dollars paid in fraud $5,207,738 via ID Theft Fraud
e Total dollars of paid fraud prevented: $3,416,400

e 2022
® 9599 claims suspected fraudulent about 8% of total claims
e # of confirmed fraud cases via ID Theft 5445
e Fraud overpayment rate 2.030%
e Total dollars paid in fraud: $4,529,904 not including ID theft fraud
e Total dollars paid in fraud $6,105,719.00 via ID Theft Fraud
e Total dollars of paid fraud prevented: $49,084,508.00

28



e 2023

56,090 claims suspected of fraud about 31% of total claims

# of confirmed fraud cases via ID Theft 2832

Fraud overpayment rate 0.657%

Total dollars paid in fraud: $2,976,069 not including ID theft fraud
Total dollars paid in fraud $3,905,928 via ID Theft Fraud

Total dollars of paid fraud prevented: $24,507,732

e 2024 asof 8/7/2024

6085 claims suspected of fraud or 6.5% of claims filed so far

# of confirmed fraud cases via ID Theft 18,393

Total dollars paid in confirmed fraud: $377,550 via ID Theft Fraud
Total dollars prevented $273,864,964

Additionally below are some general snapshots of how fraud is impacting Ul from 2022 till now.

29

Annual Suspected Fraud Rates

30.00%

20.00%

10.00%

Annual Suspected Fraud Rates

0.00%

Oct 2022 Ot 2023 Oct 2024



30

Average Fraud Claims per Week
250.00

200.00

150.00

0.00

October 2022 October 2023

October 2024



Annual Fraud Prevented vs.
$800,000,000.00

$600,000,000.00

$400,000,000.00

Annual Fraud Prevented

$200,000,000.00

Oct 2022 Oct 2023 Oct 2024

Fraud as percentage of weekly claims
12.50%

10.00%

5.00%

2.50%

0.00%

October 2022 October 2023 October 2024

30 [Rep. Taggart] What has been the Department’s process to update stakeholders on its

31

employment and wage data issues? Has it updated universities and other stakeholders



within the state that use this data for their economic forecasting? On May 20, 2024 we
notified subscribers of LMI updates that there would be a two-week delay to the release of 4th
quarter 2023 data and that we would also republish 3rd quarter 2023 data. This delay was needed
for additional data cleanup.

e |n addition to this recent notification, there have had informal discussions with stakeholders

starting back in late August 2024 when BLS released their initial 2024 preliminary benchmark
revisions to current establishment survey data for states.

e We notified our stakeholders subscribed to LMI updates on November 20, 2024 regarding the
employment and wage data issues pertaining to the suspension of 2nd quarter 2024 data. On
November 22, 2024 we notified our QCEW data microdata subscribers of the employment and
wage data issues. Lastly, we notified legislative council staff on November 25 regarding questions
they had on our communication about this matter.

e CDLE Ul and LMI have been actively engaged with the US Dept of Labor and BLS on action steps
being taken to address data integrity including weekly meetings with federal partners, vendors,
staff and department leadership.

e The Department has been open and transparent about the data quality issues as we are
continuing to work on a path forward.

R1 UnempLoyMENT INSURANCE FUNDING EXPANSION AND REALIGNMENT

31 [Sen. Amabile] Can we amend statute so another existing enterprise fund can cover Ul
administrative costs, instead of creating a new fund?

Response: The Tech Fund is the only fund under the Ul enterprise where statute could be
updated to expand it to a more general Tech and Ul Admin Fund. The other funds under the
enterprise are specifically for benefits or other purposes that are not administration of the Ul.
The request was for a new Ul Admin Fund as this would allow the Division to have distinct cash
funds for different types of administration needs. The creation of a new Ul Administration Fund
under the Ul enterprise is needed to ensure all Ul administration is under the enterprise
consistent with the intent of HB 09-1363 and HB 24-1409.

32 [Rep. Bird] Why does the Ul Administration Fund need to receive 22.0 percent of the
employer support surcharge? This rate seems excessive.

The Ul Administration Fund is to help the Ul Division manage the Ul Program and Benefits.
While the program has the Tech Fund for technology expenses this fund would cover other
expenses such as staff. Ul administration relies heavily on staff as benefit decisions must be
made by merit staff.

This fund would cover the centrally appropriated costs for Ul staff which is about $8.9M. It
would also help pay for staff salaries and other expenditures to administer the Ul program at
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about S10M. This would total $18.9M in expenditures for the fund. The support surcharge that
this fund receives revenue from is forecasted to be around $100M in revenue. The fund
receiving 22% of the support surcharge would be about $22M in revenue which would be
enough for the fund to cover expenses and start to build a reserve balance.

This is a portion of the total funding needed for the Ul Division to provide Ul Benefits. The Ul
Division’s expenditures total around $74M. The Federal Fund Base Grant that Ul receives is
returning to pre-pandemic levels at S40M. The state support from this fund and the Tech Fund
are important to ensure that Ul can continue to invest in programs and initiatives, including

fraud prevention.

FY 24-25 FY 25-26 FY 26-27
Base Grant 541,149,394 $39,918,359 539,918,359
Expenditures 571,648,413 $73,301,042 574,994,798
Budget Shortfall -$30,499,019 -§33,382,683 -$35,076,439
Base Grant 541,149,394 $39,918,359 $39,918,359
Ul Admin Fund Increase 518,928,791 518,928,791 518,928,791
Tech Fund Increase 520,000,000 $20,000,000 $20,000,000
Expenditures 571,648,413 $73,301,042 574,994,798
Budget Surplus® $8,429,772 $5,546,108 $3,852,352

The Ul Admin Fund is for the administration of Ul benefits, not the administration of the
support surcharge or various funds.

33 [Rep. Bird] Share a breakdown of the administrative costs that the Ul Administration Fund

will cover.

Response: $8.9M of the Ul Admin Fund will be used for centrally appropriated costs of Ul Staff. The
other $10M will be used for Ul staff salaries. .

34 [Sen. Bridges] Regarding the request to use cash fund balances when federal funding is
delayed, is the Department seeking continuous spending authority on these cash funds, or
if not, what is the Department’s proposed statutory verbiage?

The Department is open to language and mechanics that allow the Department to utilize cash
funds while waiting for federal funds to be awarded whether through continuous appropriation
or through language that allows cash fund reserves to be utilized in-between federal awards.
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35 [Rep. Taggart] What would be the safeguards or sign-off process in having the Department
access its cash fund reserve balances to cover delayed federal payments, considering that
balances and the amount of delayed federal payments are large?

The Department is open to the language including a safeguard or sign off from another office
for this process as long as it provides the Department with a path to utilizing the funds when
the Legislature is not in session.

36 [Sen. Bridges] It seems like the calculations on fund appropriations and support surcharge
allocations were made assuming the employer support surcharge collects at least $100
million in revenue per year. Is it possible for the support surcharge to collect less than $100
million in revenue, and what would be the consequences to programs funded under this
request if this occurred?

If it goes below $100M for several years in a row it would require the funds to use their cash
fund reserves to cover costs. This would deplete the reserves faster and has the possibility to
lead to cash flow issues. This is unlikely to happen though as all employers pay the support
surcharge and it is adjusted by average weekly wage earnings. A large recession would likely be
needed to see a significant shift in this revenue. . .

37 [Sen. Bridges] What are the long-term solvency considerations for the Workforce
Development Fund considering its $6.8 million balance cap is below the fund’s annual
expenditure of more than $20 million?

The $6.8M balance cap is a 33% reserve for $20.6M in expenditures. Most cash funds in the
state only have a 16.5% reserve. The $6.8M balance cap is also indexed each year. Under the
request, it would be indexed to average weekly wage earnings and increase each year to
correspond with growth in revenue. These expenditures are also stable and predictable
expenditures that are for centrally appropriated staff costs and state support to the local
workforce centers.

The Workforce Development Fund is currently the only state source of funding for local
workforce centers. The Division mission is to ensure the state contribution to local workforce
centers supports local workforce boards to invest in strategies that meet the workforce needs of
their areas.

38 [Sen. Bridges] How meaningful are excess balance cap transfers from the TABOR-exempt
Tech Fund, Workforce Development Fund, and Ul Administration Fund towards UITF
solvency, especially compared to what the UITF currently gains from employer premium
and solvency surcharge revenue?

There is revenue from the various cash funds that is diverted to the UITF but we do not want to
overcommit this revenue as it is not a stable source. The Diversion of this revenue is dependent
on labor market conditions. If there was a recession, the cash funds would use more of its

revenue and less would be diverted to the UITF. This would correspond with a spike in Ul claims.
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The UITF should rely more on employer premiums for its revenue. The large majority of revenue
into the fund is from Ul employer premiums with revenue diverted from these other funds

being a small amount.

EDO OFrrices UpDATE

39 [Sen. Kirkmeyer] Please share an update on funding and FTE associated with the Office of
New Americans, Office of Future Work, Office of Just Transitions, and the Colorado
Disability Opportunity Office.

(B) Office of New Americans Fund
HOUSE BILL 21-1150 (CREATE THE

COLORADO OFFICE OF NEW

AMERICANS) Program Cost GF

HOUSE BILL 21-1194 (IMMIGRATION
LEGAL DEFENSE FUND) C
Senate Bill 22-140 Virtual

Career-aligned English as a Second
Language Program, Global Talent Task

Force. GF

HB 23-1283 Transfer refugee services to

ONA GF

HB24-1280 Welcome, Reception, &

Integration Grant Program C

Colorado Refugee Services Program GF
FY20

(C) Office of Future of Work Fund Budget

Executive Order B 2019-009 N/A 0

House Bill 21-1007 (State

Apprenticeship Agency)

Program Cost GF

SB19-171 Apprenticeship

Resource Directory Fiscal Note ' GF $25,507

SB21-246 Electric Utility

Promote Fiscal Note GF

Senate Bill 22-140 (Expansion

of Experiential Learning

Opportunities)

Statewide Digital Navigator

Program GF

House Bill 23-1074 (Study

Workforce Transitions to Other GF
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FY20 FY20 FY21 FY21 FY22 FY22 FY23 FY23 FY24 FY24 FY25
(C) Office of Future of Work Fund Budget FTE Budget FTE Budget FTE Budget FTE Budget FTE Budget

Industries)

House Bill 23-1212 (Promotion

of Apprenticeships) GF $342,638 2.6 2.6
House Bill 23-1246 (Support S

in-demand Career Workforce) GF 1,400,000 1.2 1.2
HB24-1439 Financial Incentives

Expand Apprenticeship

Programs C

HB24-1439 Financial Incentives

Expand Apprenticeship

Programs GF

SB24-104 Career & Technical

Education & Apprenticeships  GF

SB24-218 Modernize Energy

Distribution Systems C

(D) Office of Just Fun FY21 FY21|FY22 FY22 [FY23 FY23 (FY24 FY24|FY25
Transition d Budget FTE |Budget FTE |Budget FTE [Budget FTE |Budget
JTO HB19-1314

Program Costs GF | $ 158,352 2 $366,625 3.5 $377,724 3.5 $393,332 3.5 $400,885
Coal T o

Community Assistance $
HB21-1290, HB22-1193 $ $ $ 10,000,00
HB22-1394 C $0.00 8,000,000 2 2,555,000 2 7,948,789 2 0
Coal Transition Worker

Assistance HB21-1290, $ $ $ $
HB22-1193, HB22-1394 C $0.00 7,000,000 15,000,000 15,000,000 5,000,000

Colorado Disability Opportunity Office FY25 Budget FY25FTE
Colorado Disability Opportunity Office (CDOO) HB 24-1360 $ 5,538,925 6.0
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R-01 Request




Intent Behind R-01

Return to same intended
utilization of the ESF
prior to USDOL
mandated conformity

legislation

Cost Neutral: This request does
not increase the employer support
surcharge or Ul premiums for
employers

No Change: 95.14% of Ul
premiums are deposited into the
trust fund.

No Change: Only 4.86% of Ul
premiums are held for employer
support surcharge



Intent Behind R-01

1. Updates needed from HB24-1409
o  HB24-1409 did not make any changes to the ESF appropriations in the Executive Director’s Office (EDO).
These appropriations are for centrally appropriated costs and the cash fund make up should include the
Workforce Development Fund and a Ul Admin fund. That way the cash funds fund the centrally
appropriated costs for their enterprises.
2. Continued alignment with intent of HB09-1363
o  HB09-1363 created the Ul enterprise and the intent was for Ul and its administration to be part of the
enterprise. Increasing Tech Fund spending authority and creating a new Ul Admin fund ensures that funds
under the enterprise fund all Ul technology and administrative expenses not covered by federal funds.
3. Ensuring enough state support for Ul to continue to invest in technology, fraud prevention, and

other key program needs
o  Federal funds are returning to pre-pandemic levels and are expected to remain flat. This puts pressure on
Ul expenses. The Tech Fund and new Ul Admin fund will ensure adequate state funding to supplement
federal funding.



R-01 Summary

Updating the appropriations for the EDO
centrally appropriated costs to properly
reflect the enterprise cash funds.

The creation of a new Ul Administration
Fund

The expansion of the allowable uses of
the Tech Fund and updating its cap
Technical updates to statute needed
because of the other parts of this request
and to ensure proper implementation of

statute. These technical changes include:
a. Updating the percentages of the support

surcharge going to the different funds
Standardizing language for the balance
caps across the funds and where money
over the caps goes
Indexing the caps to average weekly wage
earnings instead of CPI.




Part 4 A- Updating the percentages of the support
surcharge going to the different funds

° Shows where revenue over the balance
Employers caps goes, does not represent revenue
caps.
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*blue are exempt funds under a enterprise, green are non-exempt funds



Request Outcomes

Table 1. Base Grant shortfall is addressed through the requested changes.

FY 24-25 FY 25-26 FY 26-27
Base Grant $41,149,394 $39,918,359 $39,918,359
Expenditures $71,648,413 $73,301,042 $74,994,798
Budget Shortfall -$30,499,019 -$33,382,683 $35,076,439
Base Grant $41,149,394 $39,918,359 $39,918,359

Ul Admin Fund Increase

$18,928,791

$18,928,791

$18,928,791

Tech Fund Increase $20,000,000 $20,000,000 $20,000,000
Expenditures $71,648,413 $73,301,042 $74,994,798
Budget Surplus* $8,429,772 $5,546,108 $3,852,352

*Remaining balance at the end of a fiscal year can roll-over to the next year as CDLE has three
years to spend the federal base grant.

Current funding

>Requested funding




Governor Jared Polis

FY 2024-25 RY IT Capital Funding Request

Joe Barela, Executive Director

Department of Labor and Employment

November 1, 2023

Hearing Appendix 1

RY- Department IT Capital Construction Project: [priority number]

Summary | Total Funds CCF-IT Cash Reappropri Federal
of Request Funds ated Funds
Funds

FY $ $ $8,626,812 | $ $
2024-25 8,626,812

FY S $ $ 12,140,213 | § S
2025-26 12,140,213

FY $ $ $9,964,519 | § $
2026-27 9,964,519

Categories of IT Ca

ital Projects

System Replacement
(costs escalating,
failing technology,
software or vendor
support ended, or
new technology, e.g.,
DRIVES, CHATS)

System
Enhancement
Regulatory
Compliance
(new functionality,
improved process or
functionality, new
demand from
citizens, regulatory

Tangible Savings
Process
Improvement
(conscious effort to
reduce or avoid
costs, improve
efficiency, e.g.,
LEAN, back office
automation)

Citizen Demand
“The Ways Things
Are” (transformative
nature of technology,
meet the citizens
where they are, e.g.,
pay online, mobile
access)

compliance, e.g,
CBMS)

Request Summary:

The Division of Workers’ Compensation (DOWC) is requesting an FY2024-25 Cash Funded Capital
IT Appropriation to replace their workers’ compensation computer system and database,
commonly known as CoCo. DOWC completed a system modernization project in 2018 which
migrated our legacy system off of the mainframe (GGCC). While the state mandate to
transition off of a legacy system was met, limited funding prevented a full system
modernization. The recent COVID-19 pandemic has expedited our need to transform our
system, streamline workflows, and eliminate our reliance on paper filings.

At this time, the CoCo system primarily operates as a database with limited workflow
incorporation. This requires many work units to create separate, non-OIT supported, external
systems for their workflows. This includes access databases, excel spreadsheets, or snoozing
emails until they’re due. All of these items require duplication of effort to document in both
the external system and CoCo, along with the added likelihood of user error.



The vendor will analyze workflows, recommend improvement areas, design, develop, and
deploy the replacement system. The new system will provide a modern work-related injury
claims system that allows DOWC to leverage technology options unavailable within the existing
CoCo system.

The new system will be designed and implemented in tandem with the CoCo system, as it is
essential that no interruption of existing services occurs. It is anticipated that when the new
system is ready, the old system will be irrelevant.

It is anticipated that the new system will provide user controlled access to DOWC/OIT staff,
approved vendors, and designated external stakeholders -- including insurance carriers,
employers, injured workers, medical providers, and attorneys.

This project has an anticipated duration of 3 calendar years spanning July 1, 2024 through June
30, 2027. We anticipate this project to be implemented through project phases: discovery,
requirements, design, development, testing, deployment, and maintenance.

Project Description:

The DOWC is requesting a full system replacement of the migrated mainframe legacy workers’
compensation application and database, CoCo. The new system will integrate all workers’
compensation system related workflows and processes, allow all forms to be filed
electronically, eliminate potential entry errors, allow external stakeholder access, improve
reliability of data and access to it, and align with other industry accepted filing standards. The
implementation and delivery of the new DOWC system will require a multi-year effort and must
be completed before current problems reach critical levels. The system will likely require
annual licensing fees and regular maintenance and upgrades to accommodate changes in rules,
legislation, industry standards, and security standards.

Systems Integration Opportunities —

While the initial migration from the legacy mainframe system was successful, limited funding
prevented full modernization of all system components, such as the directory for accredited
medical providers and employer proof of coverage systems. Our strategic plan includes
integration of new technology to replace our non-modernized system coding language and
user-interface components. This modernization will allow our business services to become more
closely aligned to stakeholder needs. This system replacement further enables us to
successfully navigate the rapidly changing technological landscape for realizing improvements
in agency strategies, business intelligence, regulatory requirements, and skills (both technical
and business) availability.

Other system integrations:

It is anticipated that the new system will integrate all DOWC related processes and workflows,
eliminating unsupported employee designed systems and current risks associated with
potentially high-risk email form submissions. The new system will also integrate with the
Electronic Data Interchange (EDI) system aligning with national industry standards. Other
opportunities for integration would include improved coverage reporting and artificial
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intelligence to identify potential non-compliant employers, shared hearing data from the Office
of Administrative Courts, and offer potential real-time monitoring and data-mining for data
management partnerships, such as Unemployment Insurance, FAMLI, CDPHE, and CDHS.

Risks and Constraints -

The DOWC relies exclusively on cash fund revenue from the Workers’ Compensation Cash Fund
to support the Workers Compensation Program. The increased spending authority from the
legislature will allow the Department to finance the replacement of the system and enhance
the user experience, while allowing the Department to maximize the utilization of existing
resources. The risks associated with this project include limited additional funding in instances
of scope creep (which will be monitored and managed intensely), limited vendor selection with
specific experience designing systems for the workers’ compensation industry, increased risk of
external data breaches by allowing external stakeholders to have user-controlled system
access, and limited time allowed for the project. A risk register within the DOWC business
team will contain all identified known risks and exhausted mitigation for each identifiable
known risk in this project. Included in the risk register will be a potential for unknown risks, of
which there will be triple-constraint consideration (time, cost, and scope) for those potentially
unknown realized risks. Dedicated resources and partnership with the Governor’s Office of
Information Technology will also be 