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A. Problem Statement

The Governor’s Office of Land Use and Climate Innovation (LCI), formerly the Governor'’s Office of
Planning and Research (OPR), plays a vital leadership role in shaping California’s future through
forward-thinking planning, policy development, and legislative analysis in land use policy and
climate innovation. In close collaboration with state, local, tribal, and federal partners, LCl advances
initiatives that enhance community resilience, protect natural resources, and foster sustainable
economic growth.

To fulfill this mission, LCI has recently undergone maijor structural changes. On July 1, 2023, OPR began
the transition to a traditional civil service structure, triggering new requirements for union
representation, collective bargaining, standardized hiring and recruitment, and expanded reporting
and audit compliance. This fransition was completed on September 30, 2024. On July 1, 2024, during
the transition, OPR was formally reorganized into two standalone agencies: LCl and the Governor’s
Office of Service and Community Engagement.

While these changes brought LCl into alignment with the statutory and administrative obligations of
other state departments, the funding model did not evolve accordingly. OPR largely operated with
one-time and program-specific appropriations designated for a small, policy-focused entity staffed
largely by exempt and appointed positions. This model is no longer sufficient to support LCI's
expanded responsibilities and permanent civil service structure.

Currently, LCl does not have ongoing baseline funding to support its core agency operations, despite
its statutory obligations and increased administrative requirements. The absence of stable, ongoing
General Fund support prevents the agency from maintaining the organizational capacity necessary
to deliver consistent, efficient, and accountable services across its programs. Without permanent
operational funding, LCI cannot meet its mandate to lead California’s efforts in land use policy and
climate innovation.

Resource History
(Dollars in thousands)

PY -4 PY-3 PY -2 PY-1 PY CcY
LCI Budget
2020-21 2021-22 2022-23 2023-24 2024-25 2025-26
Authorized
Expenditures $563,498 | $1,361,095 | $1,472,065 | $1,688,037 | $1,763,048 | $647.515
Actual Expenditures $127,730 $397,808 $470,877 $422,363 | $1,139,976! TBD
Filled Positions 88.4 128.4 196.3 321.0 129.2 TBD

' Pending finalization of past year reconciliation.

B. Justification

Permanent baseline funding for LCl is essential fo ensure the agency can meet its statutory
obligations and operate effectively as a civil service state department. Functions like human
resources, fiscal management, contracts and procurement, legislative support, and business
operations enable staff to be hired, supported, and resourced to carry out programmatic work. They
are the backbone that supports every programmatic success. These systems enable compliant
staffing, funding, contracting, and reporting, while upholding labor agreements, audit readiness, and
public tfransparency.

In most departments, operational costs are sustained through a mix of dedicated administration
funding and ongoing program contributions. This provides predictable, ongoing support for essential
administrative and legislative functions.

LCl lacks these safeguards. Its funding base consists largely of overhead contributions from program



appropriations, one-tfime and limited term appropriations, and grant programs— none of which were
structured or infended to sustain core operations. Currently, in the absence of baseline General Fund
support for state operations, approximately 27 percent of ongoing program funding is used fo
support administrative and legislative functions. While necessary to keep the department functioning,
this approach reduces the share of program resources available for direct implementation and limits
LCI's ability to fully deliver on its mission.

Much of this core operations funding is femporary, originating from one-time appropriations and
limited-term programs. The availability of these temporary funding sources has already ended or is
scheduled to end within the next one to three years. Consequently, the resources that have recently
supported administrative and legislative functions are no longer available to LCI, infroducing
instability into ongoing operations. Despite the limited-term nature of funding for programs, the
administrative and legislative workload for LCI continues, and these core responsibilities will remain
unfunded without dedicated, ongoing resources.

Without permanent funding:

e LCI will not be able to effectively function as a state agency. Since conversion efforts began, LCI
has taken on the full range of civil service responsibilities, including collective bargaining,
standardized hiring, personnel and fiscal administration, and compliance with reporting and
audit requirements. Without permanent funding, LCI will be unable to sustain core administrative
functions, including human resources, budgeting, accounting, procurement, business services,
and legislative support.

e LCI will be at risk of noncompliance with statutory mandates, particularly those related to civil
service administration, collective bargaining, and public transparency (please see Table 1.
Operational Statutory Requirements under the Outcomes and Accountability section). This
includes potential violations of labor agreements, missed reporting deadlines, and failure to
meet audit readiness standards. Without permanent funding, LCI will be unable to maintain
core administrative functions and compliance with state law, labor agreements, and audit
requirements.

o Statewide climate and land use priorities will suffer from delays and diminished leadership. LCI
serves as a central hub for policy coordination, technical assistance, and implementation
support for climate resilience, housing, and infrastructure planning. Without operational
continuity, critical interagency initiatives will lose coordination and momentum.

o Staff recruitment and retention will be severely impacted. LCl has already transitioned more
than 300 positions to civil service but cannot maintain workforce stability without predictable
resources to support salaries, onboarding, and employee services. The resulting attrition would
degrade institutional knowledge and capacity.

e Public trust and legislative confidence could be compromised if LCI cannot demonstrate fiscal
discipline and program accountability due to an unstable funding structure.

Despite challenges of limited resources, LCl has consistently demonstrated operational efficiency
and responsible stewardship of public resources. In the past two years alone, LCl has:

e Transitioned Information Technology (IT) infrastructure from the Governor's Office and
established an in-house IT unit.

e Converted over 300 positions from exempt to civil service classifications.

e Reorganized several programs to partner agencies and established GO-Serve as a new,
separate entity.

These achievements demonstrate that LCl can deliver meaningful results with limited resources.



However, continued success depends on the establishment of permanent operational funding.

LCI's immediate priority is to establish a stable operational foundation that supports its core staffing
and functions. In recognition of the state’s current fiscal conditions, this request is limited to
establishing baseline funding for existing positions and operations, not expansion. LCl is committed to
a fiscally responsible approach and recognizes that future rightsizing based on workload metrics may
be necessary.

. Departmentwide and Statewide Considerations

LCI's Administrative Services and Legislative Affairs units are not just internal support functions. They
are the infrastructure that allows program divisions to meet their statutory and mission-criticall
obligations. By ensuring timely, compliant fiscal tfransactions, personnel actions, contracts, and
legislative coordination, these units safeguard program capacity across California’s climate, housing,
transportation, and land use priorities.

Without baseline funding, LCI will not only struggle to meet its statutory obligations, it will also not be
able to operate as a functioning state agency. LCI's ability to carry out its core mission relies entirely
on the infrastructure provided by its administrative and legislative functions. These functions are the

foundation upon which every program, partnership, and policy depends.

The current funding model, built on one-time and program-specific sources, was never designed to
sustain a full-service civil service department. Without permanent operational support, LCI will be
unable to support basic functions. Hiring will be delayed, contracts and grants will go unexecuted,
financial management will falter, and critical interagency coordination will break down.

This is not just a structural deficiency. This is a significant risk. The consequences of inaction include
stalled projects, missed deadlines, noncompliance with labor and legal requirements, and an erosion
of trust with various stakeholders.

Establishing baseline funding for existing positions and functions is a fiscally prudent, necessary
investment to preserve California’s leadership on climate and land use policy and to ensure the
continued existence of the agency tasked with carrying it out.

. Outcomes and Accountability

With ongoing baseline funding, LCI will maintain its existing fiscal, human resources, procurement,
and legislative functions that every program depends on. Stable resources will protect program
dollars, ensure statutory and administrative reporting deadlines are met, and prevent compliance
failures or adverse audit findings. Accountability will be demonstrated by showing that baseline
resources cover essential operational costs rather than diverting program dollars, and that all
mandated reports and statutory obligations are completed on time.

LCl has compiled a list of statutory and regulatory requirements across its operational units. Without
baseline funding, LCI cannot consistently meet these ongoing and mandatory obligations, creating
significant compliance and operational risks. While not exhaustive, Table 1 below highlights key
operational statutory and regulatory obligations that LCI must meet.

The requested baseline investment ensures that LCI not only avoids compliance failures, fiscal
penalties, and reputational harm, but also sustains the operational foundation needed to deliver
California’s land use and climate mission effectively. This will be demonstrated transparently through
LCl's State Leadership Accountability Act (SLAA) reporting, which is expected to shift from identifying
operational gaps as risks fo documenting the successful mitigation of those risks through stable,
baseline funding.



Table 1. Operational Statufory Requirements

Key Service

Risk if Not

Function - Statute/Requirement | Frequenc
Provided /Req a Y Resourced
Process personnel
fransactions
(appointments, State Civil Service Act — Gov. Compliance violations,
separations, Code Title 2, Div 5, Part 2, Ongoing audit findings, loss of
reclassifications, Ch. 1; CalHR/SPB rules delegation
probations,
retirements)
Provide required PERB complaints
employee data to Gov. Code § 3558 (AB 119) Ongoing/annual P ‘
A . enforcement orders
bargaining units
Track & certify
mandatory training Gov. Code § 19995.4; Govt. Biannual + Liability exposure,
(sexual harassment, Code §§ 11146.3, 12950.1 event-based penalties
ethics, efc.)
Employee health &
safety programs
Human gigécr):r?qzlgoﬁon ADA (42 US.C. § 12100+); Ongoing WC claims, discrimination
Resources workers compensation, FEHA (Gov. Code § 12940) liability, litigation
ADA/FEHA
compliance)
Manage classification Misallocations, inequit
& pay (allocations, Government Code section A - Inequity,
. . Monthly litigation, loss of
compaction reviews, 19889 -
C e delegation
justifications)
State Personnel Board
(SPB) Merit System Periodic (per SPB Corrective actions,
compliance reviews Gov. Code § 18661; SPB rules schedule—pever 3 invalidated
(recruitment, & Cal. Code Regs. Tit. 2, § 86 rs) 4 appointments, loss of
selections, 4 delegation
appointments)
Conflict-of-interest Gov. Code §§ 87300-87314; | Biannual + FPPC penalties,
program (Form 700 .
L . - § 87200 event-based enforcement actions
administration & filings)
Process vendor Gov. Code § 927 (Prompt
pqyments & Payment Act); SAM § 8400 Daily Penalties, vendor disputes
reimbursements
Reconcile accounts SAM § 7900+; Fi$Cal Monthl Fiscal misstatements,
. with SCO/Fi$Cal requirements Y audit findings
Accounting
Federal Grant
Monitoring & Program
Reports (e.g., SF-425 2 CFR 200 (Uniform Loss or return of federal
financial reports, cash Guidance) §§ 200.327- Ongoing

drawdowns,
subrecipient
monitoring)

200.344

funds, audit findings




Prepare & Certify State
Year-End Reports
(reconcile

Gov. Code § 13344;

Loss of appropriation

dppropriations, SCO/DOF deadlines Annual authority, audit findings
encumbrances, and
expenditures for
SCO/DOF)
Single Audit licison &
Schedule of
Awards (SEFA) : : ' 9
reporting
Prepare & Certify Governmental Accounting SCO Requirement; Fiscal
GAAP Statements and Standards Board (GASB) Annual misstatements, audit
Adjustments Standards and Guidelines findings
IRC Section 6041A; California .
Reportable Payments - : Loss of income tax
. Revenue and Taxation Code
Annual Information - o Quarterly/Annual | revenue to State of
Section 18631; Fi$Cal : .
Returns . Cadlifornia
requirements
Reporting Sales and Loss of sales/use tax
P 9 SAM 8485 Annual revenue to State of
Use Tax - :
Cadlifornia
Plan of Financial Fiscal misstatements
Adjustment (prepare SAM 8452 Ongoing A ’
N audit findings
and maintain)
SAM 700, CalHR 2200; Improper
- . reimbursements, delay of
Bargaining Contracts/MOU; rocessing requests
Travel Coordination CCRTitle 2 Section 599.615 | o . E’em o ege hgrdshi
and Management to 599638.1, Gov. Code gong uniorr)\ Zievonces) Ff)i;col
Section 11030 fo 11033.5, el
19820 to 19822.7 . !
findings
Conduct competitive Public Contract Code (PCC) Invalid brocurements
solicitations (IFB, RFP, §§ 10100+; State Confracting | Ongoing invalid gr void controlcts
CMAS, RFO) Manual (SCM)
Execute interagency . Service disruption,
agreements (IAAs) Gov. Code § 11256 ©ngoing disallowed charges
Non-compliance could
result in withholding
Annual SABRC PCC 12200-12217 Annual budget allocations or
Reporting 2 .
requiring corrective
action plans
Contracts/ Lack of equitable
distribution of economic
Procurement Economic Equity First opportunities and
- AB 2019 Annual L ,
Policy resources within a state's
or agency's procurement
process
Track SB/DVBE Gov. Code § 14838; PCC §§ Quarterl Non-compliance with
participation goals 10290+, DGS policy Y statewide mandates
Non-compliance with
Reasonable reasonable
accommodation State Confracting Manual Ongoin accommodation
tumaround (SCM), Volume 2, Chapter 7 gong procurements to be

completed within 7 days,
potential lawsuits




Manage contract

SAM § 7900+; SCM/Fi$Call

Over-encumbrance,

encumbrances & policies ©ngoing audit findings
closeout
Stgtfurement/comroct Contract invalidation,
P . ) PCC; SCM (reporting & . audit exceptions,
reporting & file - Ongoing .
. retention rules) responsiveness to PRA
retention (Cal request
eProcure/Fi$Cal, SCM) <
Enforcement of Non-compliance with the
personal services GC 19130 Ongoing state's obligation to utilize
contract requirements civil service workforce
Non-compliance with
Title 2 California Code of contract award report
Confract Award . . . . -
Report Regulations (2 CCR), Section | Ongoing requirements of being
8117.5 submitted within 10 days
of contract award
Non-compliance of
state Confract and SCM 2200.1, DGS . fransparent, accountable
Procurement Ongoing

Registration

Management Memo 16-03

record of state
government fransactions

Prepare Governor's
Budget, May Revise,
BCPs

Gov. Code § 13320; DOF
Budget Letters; Article IV,
Section 12, State Constfitution

Annual/biannual

Missed deadlines, loss of
funding

Prepare

Gov. Code § 13344;

Misreporting, budget

fiscal/expendifure DOF/SCO requirements Quarterly disallowances
reports
Manage federal/state 2 CFR 200 (Uniform Federal disallowances,
cost olglgocotions Guidance); DOF guidance, Annual loss or return of federal
SAM 9213 funds
BUdgeis . . Ensure disbursements or
Cadlifornia Code of . Lo
. . . ; - incur liabilities from a
Fiscal oversight and Regulations, Title 2, Division 2, . -
o . . Ongoing specific fund for a
responsibilities Chapter 1, Article 2, Section soecified purbose. beriod
613; SAM 8320 P pupose. p
and amount.
Potential inaccuracy of
departmental
Responsibilities of fund Ssuizzn;g‘gurri(é%fsovr:gh
administrator and fund | SAM 6401 Ongoing )
corresponding
user o
appropriation and
general ledger accounts
maintained by the SCO
Manage facilfies & CalHR Statewide Telework . OSHA/ADA violations,
Return-to-Office s Ongoing - -
. Policy; DGS standards policy noncompliance
compliance
. Clond.Ud safety. space |~ iosHA (8 CCR § 3203); Annual dills / Qs:—u; C”Oflfog?ltf“e’y
Facilities planning. - ) DGS guidelines ongoing violafions, abiiity
evacuation/fire drills exposure
Records retention & Gov. Code § 12272 (State . Legal liability, audit
Ongoing

destruction

Records Mgmt Act)

findings




General Operating

Noncompliance with
DGS requirements,

Legislative

and fransmit required
reports and provide
advice to the
Legislature and its
committees.

(render advice to
Legislature/committees), §
65040(j) (implement
legislative policy/intent).

session-driven

Procedures SAM 1805.3 Ongoing potential lack of
adequate work
environment for staff

EEO Officer 2 CCR § 11034; Gov. Code § N/A Discrimination liability,

Designation 19795 DFEH/EEOC enforcement
CalHR compliance

. . findings, inability to

Workforce Analysis & 2 CCR §§ 11013-11023; Gov. Annual defend against disparate

Reports Code § 19792 . LT
impact/discrimination

EEO claims.

Discrimination

Complaint Tracking CalHR HR Manual § 1010 Quarterly CalHR compliance

System

General Leadership . Legal liability and audit

and Policy Integration Gov. Code §19795 ©Ongoing findings

Conduct bill analyses,

frack legislation, Gov. Code § 65040(c) Delayed or incomplete

coordinate (recommend new state bill analyses, insufficient

consultation policies/programs to the engagement with
requirements, prepare Legislature), § 65040(h) Ongoing, Legislature, risk of missed

or late required
fransmittals, decreased
ability to implement
legislative intent.

E. Supplemental Information

N/A




BCP Fiscal Detail Sheet

(Dollars in Thousands)

BCP Title: Administrative and Legislative Baseline Resources

BR Name: 0650-002-BCP-2024-GB
Budget Request Summary

Operating Expenses and Equipment

Operating Expenses and Equipment FY25-26 FY26-27 FY27-28 FY28-29 FY29-30 FY30-31
Current Budget BY+I1 BY+2 BY+3 BY+4
Year Year
539X - Other 0 3,446 3,446 3,446 3,446 3,446
Total Operating Expenses and Equipment SO $3,446 $3,446 $3,446 $3,446 $3,446
Total Budget Request
Total Budget Request FY25-26 FY26-27 FY27-28 FY28-29 FY29-30 FY30-31
Current Budget BY+1 BY+2 BY+3 BY+4
Year Year
Total Budget Request $O $3,446 $3,446 $3,446 $3,446 $3,446
Fund Summary
Fund Source
Fund Source FY25-26 FY26-27 FY27-28 FY28-29 FY29-30 FY30-31
Current Budget BY+I1 BY+2 BY+3 BY+4
Year Year
State Operations - 0001 - General Fund 0 3,446 3,446 3,446 3,446 3,446
Total State Operations Expenditures SO $3,444 $3,444 $3,444 $3,444 $3,444
Total All Funds $0 $3,446 $3,446 $3,446 $3,446 $3,446




Program Summary
Program Funding

Program Funding FY25-26 FY26-27 FY27-28 FY28-29 FY29-30 FY30-31
Current Budget BY+I1 BY+2 BY+3 BY+4
Year Year
0360 - State Planning & Policy Development 0 3,446 3,446 3,446 3,446 3,446
Total All Programs S0 $3,446 $3,446 $3,446 $3,446 $3,446
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