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RECOMMENDATION
That the City Council Receive and File this report as it is provided for information purposes, only.

SUMMARY
The Personnel Department was instructed to report to the City Council's Personnel and Animal Welfare
Committee regarding Employment Verification (EV) Services and on the implementation processes for
using such services (Council File No. 14-0712).

City departments frequently receive requests from outside entities to verify the employment and income
of their employees. For example, when an employee applies for a mortgage or other loan, credit, or
apartment lease, the lender or landlord may need to validate the applicant's employment status and level
of compensation. Currently, each City department handles its own requests, and there are no uniform
guidelines regarding the EV process.

THREE OPTIONS TO IMPROVE EV SERVICES
The simplest approach to improving EV services is to develop a Best Practice procedure and send it to
other City departments as a guide. The Personnel Department could begin this process with an initial
survey of departments to find out what procedures are in place. Absent any other instruction from the
Mayor or City Council, the Personnel Department will proceed with implementing a Best Practice to
improve and standardize Employment Verification services.

It is our understanding that the County of Los Angeles recently developed an electronic query to extract
information from its payroll system, in a standardized format, to respond to EV requests. The City could
follow a similar path. This task would require development of the query by ITA, and agreement on the
standardized information that would be provided to all EV requestors. Each City department would still
be responsible for accessing the payroll system, running the query and for providing the data to EV
requestors.

Another approach some cities have utilized is to contract with an outside specialist to provide EV
services. Generally, the process works as follows:

• The employer gives the Contractor information on the income and e plo ment history of its
employees; :'
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• Employees set up their own account with the Contractor over the phone or using the Internet;
• Employees pre-authorize the release of their employment and income information and control

when the information is released and to whom;
• Verifiers (e.g., loan companies) pay the Contractor a fee to access the employee's information;
• Employers pay no fee except to cover the cost of verifications from governmental agencies (e.g.,

when an employee applies for government assistance).

CONTRACTING PROCESS
If the City decides to contract for EV services, it would be in the City's best interests to use a competitive
Request for Proposals (RFP) process for the following reasons: 1) There are likely several firms that
could provide these services; 2) The Contractor would gain revenue from other sources as a result of
providing EV services on behalf of the City, and the City should evaluate which firm provides the best
economic proposal for the City; and, 3) The City will need to evaluate the safeguards each firm employs
to protect the confidentiality of employee data.

Generally, the contracting process begins with filing of a Notice of Intent to Contract and a Charter 1022
determination. The Notice of Intent to Contract informs the public and unions of the Department's
intention to contract, the required services, estimated length of service, and the estimated start date for
those services. A CAO Charter 1022 Determination is both a consideration of the contracting
department's economic evaluation of the required services and a determination of the feasibility of
having City staff perform the required work.

When it is finalized, the RFP will be advertised and released to the public through LABAVN (Los Angeles
Business Assistance Virtual Network), the City's online RFP or bid advertising tool and repository. After
proposals are received, the Department will evaluate each proposer's compliance with the City's
Standard Provisions and all compliant proposals will then be scored and ranked by an Evaluation

Committee. The Department then can negotiate and execute a contract with the successful proposer.

ISSUES RELATED TO CONTRACTING EV SERVICES
Both management and labor will have similar concerns with respect to protecting the privacy of
employee information. All will need assurances that employee information cannot be used for any
purpose other than EV services, information is secured with state-of-the-art encryption, employee data is
not stored on Web servers, etc.

Initially, it would be best to limit the roll-out of any prospective EV Program to civilian employees in
"Council-controlled" departments. It is not known, at this time, if any of the City's proprietary
departments would choose to join a Citywide EV Program, or if there are any special requirements or
prohibitions regarding the release of sworn employee information to a third-party vendor.

Lastly, due to severe staff constraints, and the City's lengthy contracting processes, it is estimated that
12-18 months is the soonest a contractor could assume EV services.

IMPLEMENTATION COSTS / SAVINGS
There will be costs to the City to prepare an RFP and contract, develop the means of extracting a subset
of employee data from the City's payroll system to send to the Contractor, meet with employee
organizations and to monitor contract compliance. These one-time costs will be more than offset by the
ongoing productivity savings that are gained by shifting EV workload from City departments to a
Contractor.

There will be significant costs prior to and during a rollout of the program to inform and educate tens of
thousands of City employees. If the City proceeds with a contracted EV Program, it is strongly suggested
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that the prospective Contractor be required to provide a full-time Coordinator and pay for and develop
any necessary information materials and mailings.

OTHER AGENCIES INVOLVED
The City Controller is the "business owner" of the payroll system. As such, the Controller must be
involved in any discussion regarding sharing or accessing the payroll information of City employees. If
the Controller chooses not to administer an EV Program, then the next likely choice is the Personnel
Department because it centrally administers the Human Resources function for most Council-controlled
departments.

The involvement of the Information Technology Agency (ITA) would also be necessary. ITA staff would
follow the direction of the Controller's Office in developing the means of extracting a specific subset of
employee data from the City's payroll system to send to the EV Contractor, and would help determine
and evaluate the measures proposed by Contractors to protect the privacy of sensitive employee
information.

DISCUSSION WITH THE CITY OF PHOENIX
Personnel Department staff spoke with a representative of the City of Phoenix who contracted with an
outside specialist to provide its EV services over 10 years ago. They were satisfied with the service and
saved the ongoing cost of one full-time staff member that previously had responded to all EV requests.
Negligible fees are paid for the service (the fees are paid by EV requestors). The City does pay for EV
services from social service agencies (e.g., when an employee applies for food stamps or renter
assistance). The cost is $3.00 per request. The Phoenix representative indicated that a considerable
amount of time was spent educating employees about the service and security. She also stated that
smaller companies or individuals (landlords) will complain about having to pay the Contractor for the
services.

Cc: Rick Cole, Mayor's Office
Claire Bartels, Controller's Office
Steve Reneker, ITA
Jody Yoxsimer, CAO
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