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The 2020 Adopted Final Budget incorporates the increased licensing fee revenue approved by
the Legislature and Governor through Senate Bill 176 (Stats. 2019, ch. 698). The enactment of
SB 176 represents an important milestone in the history of the State Bar, providing the first
increase in the base licensing fee since 1998. This budget reflects the intention of the State Bar
to implement the licensing fee increase with fidelity to the legislatively articulated purposes for
which the increase was granted.

2020 General Fund expenses, which are supported by mandatory licensing fees, total $96.2
million. This represents an increase of 12.9 percent from 2019 budgeted expense levels, and
compares to $94.9 million in 2020 projected revenue. The $1.3 million in budgeted reserve
spending is to fund the $1.7 million for enhancements to the State Bar’s Case Management
System (CMS). The increases in General Fund expenses are supported by the approved fee bill,
which includes:

New Positions in the Office of Chief Trial Counsel,

A negotiated 3.5 percent cost of living adjustment for employees,
Equitable retiree health benefits for all employees,

Technology projects and replacement of equipment, and

Capital improvement.

In addition, the Budget highlights, starting at page 7, the significant progress the State Bar has
made toward the goals outlined in its 2017-2022 Strategic Plan.

The 2020 Adopted Final Budget can be accessed at: http://www.calbar.ca.gov/About-Us/Our-
Mission/Protecting-the-Public/Reports. A printed copy of the report may be obtained by calling
415-538-2000.
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EXECUTIVE DIRECTOR’S BUDGET MESSAGE

The final 2020 budget incorporates the increased licensing fee revenue approved by the
Legislature and Governor through Senate Bill 176 (Stats. 2019, ch. 698). The enactment of SB 176
represents an important milestone in the history of the State Bar, providing the first increase in
the base licensing fee since 1998. The State Bar views this increase as recognition of the
importance of the State Bar’s mission of public protection, furthering access to legal services, and
increasing diversity and inclusion in the legal profession. The State Bar also understands the need
to adhere closely to the articulated purposes for the fee increase to demonstrate the State Bar’s
continued fiscal responsibility and laser focus on carrying out the State Bar’s mission.

The fee increase provides needed funding to support the State Bar’s public protection mission. The
2020 license fee includes a 23 percent increase in the General Fund fee for active licensees that
supports the discipline system and a 100 percent increase in Client Security Fund Fee to reimburse
victims of attorney theft or other losses due to attorney misconduct.

The increased fee for the General Fund covers the structural operating deficit that had
accumulated over the 20 years since the last fee increase, supports equitable retiree health for all
employees, and funds a cost of living increase for employees that was granted effective January 1,
2020 and made retroactive to January 1, 2019. The increase also funds 19 new positions in the
Office of Chief Trial Counsel, and provides recurring funding for technology replacements.

Unfortunately, the structure of the funding provided to support needed capital improvements, is
not sufficient to support the Five Year Capital Plan. SB 176 funds $8.1 million of capital
improvements, but spread over the course of the decade, with annual funding of only $0.8 million
annually. In conjunction with the fact that the Legislature approved only a small portion of the
State Bar’s request to help replenish our reserve fund, this structure and amount of capital funding
will require the State Bar to review other options prior to the 2021 Budget to address the ongoing
funding challenge for maintaining its capital assets.

The budget that follows demonstrates strict adherence to the allocation of the fee increase, as
directed by the Legislature. Below is a comparison of the 2019 and 2020 License Fee for Active
Attorneys.

2019 Active 2020 Active
Active License Fee (Purpose) License Fee License Fee Change

General Fund S 333 S 404 S 71
Client Security Fund 40 80 40
Lawyer Assistance Program 10 1 (9)
Technology Special Assessment - 5 5
Capital Special Assessment - 4 4
Reserve Special Assessment - 3 3

Total Active Fee:  $ 383 S 497 S 114




As outlined in the next section, the State Bar has made significant progress in achieving Strategic
Plan goals over the course of the last year. That progress reflects the new State Bar, an
organization focused on its core mission — public protection, which includes support for increased
access to, and inclusion in, the legal system. The transition has sometimes been difficult for our
licensees, who historically have seen the State Bar as designed to advance their professional
interests. It has also caused some bumps in the road with the State Bar’'s committees,
commissions, and boards (referred to collectively as subentities), which have witnessed their roles
change as the Board increasingly exercises its oversight role, and restructured the purpose, size,
and responsibilities of many of these subentities as it reevaluated the role of volunteer subentities
in a regulatory agency. Nonetheless, the State Bar has continued with the measures put in place
over the last several years, outlined in last year’s budget submission, to address the extraordinary
fiscal challenges of not receiving a fee increase in the face of escalating labor costs and increasing
operating cost.

The State Bar continued to promote an organizational culture of innovation and mission focus
throughout 2019, as it will in 2020. While seeking efficiency in our operations, the State Bar is
simultaneously looking to develop innovative ideas to increase access to justice; examining how to
modify and improve the bar examination development and grading processes; implementing new
systems to prioritize the increasing number of complaints filed against California attorneys; and
halting the practices of nonattorneys preying on vulnerable victims.

The 2020 budget projects total revenue of $211.9 million with expenses of $242.5 million. The
2020 General Fund budget projects $94.9 million in revenue with total expenses and indirect
charges of $96.2 million. General Fund expenses will exceed revenues by approximately $1.3
million, bringing operating reserves to $15.2 million or 15.9 percent, which is slightly below the
Board’s Reserve Policy of 60 days operations, or 17 percent. The $1.3 million deficit includes a
one-time use of reserves of $1.7 million for enhancements for the State Bar’s Case Management
System (CMS), offset by a small surplus in other areas.

Overall, General Fund revenues are budgeted to increase by 24 percent or $18.4 million; $16.8
million of which is due to the 2020 licensing fee increase. The additional $1.5 million growth in
General Fund revenue stems primarily from additional rental income and a transfer in from the
Admissions Fund as reimbursement for expenditures for the Admissions Information
Management Systems (AIMS) project.

Expenses and indirect cost reimbursements for 2020 total $96.2 million, an increase of $11.0
million or 12.9 percent over the 2019 budget. This increase was supported by the approved fee
bill, including:

New Positions in the Office of Chief Trial Counsel,

A negotiated 3.5 percent cost of living adjustment,
Equitable retiree health benefits for all employees, and
Technology projects and replacement of equipment.
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For capital improvements, the 2020 budget decreased by $2.3 million from 2019 because the fee
bill only allocated $0.8 million for capital improvements in 2020 and the level of existing reserves
do not support borrowing against future funding for capital improvements. As noted, the State
Bar will be exploring a variety of options to determine how best to utilize the limited funding
available to address necessary capital improvements, including elevator maintenance, HVAC, and
fire/life safety maintenance.

With respect to other (non-General) Funds, the 2020 budget reflects $119.0 million in revenue and
$148.6 million in expenses. Planned reserve spending is primarily stemming from three major
funds, including: (1) the draw- down of $11.7 million in Bank Settlement Fund revenues to support
legal services grants, (2) the expenditure of Equal Access Fund reserves of $1.6 million, and (3)
Legal Services Trust Fund spend down of reserves at $11.2 million. This spend down of reserves
will result in a meaningful increase in funding to support critical access to justice efforts throughout
the state in 2020. For the Lawyer Assistance Program (LAP), the 2020 fee bill provides a “fee
holiday” and reduced the fee from $10 per Active Licensee to $1, and reduced the fee for Inactive
Licensees from S5 to SO, necessitating an estimated $2.2 million reduction in the LAP Fund. In the
Admissions Fund, there is an anticipated budget deficit of $2.4 million for 2020, comprised of $0.7
million one-time in AIMS remediation costs and a $1.7 million increase in operating expenses.
Even with this deficit, the Admissions Fund is projecting ending reserves of $6.1 million or 27.0
percent, which is above the target of 17 percent in the Board Reserve Policy.

Accounting for budgeted reserve spending in 2020, the State Bar anticipates reducing its various
Fund balances over the course of the year. Even with these reductions the State Bar projects
remaining compliant with a 2016 Board of Trustees’ adopted minimum reserve policy for all but
one of its funds: the General Fund as of December 31, 2020.



2017-2022 STRATEGIC PLAN UPDATE

FISCAL YEAR 2019 ACCOMPLISHMENTS

In May 2017, the Board of Trustees (Board) of the State Bar of California (State Bar) adopted the
current mission statement to declare that “The State Bar of California's mission is to protect the
public and includes the primary functions of licensing, regulation and discipline of attorneys; the
advancement of the ethical and competent practice of law; and support of efforts for greater
access to, and inclusion in, the legal system.” Earlier that same year, the Board adopted the
current Five Year Strategic Plan. That plan is reviewed each year, and updated as necessary. The
Five Year Strategic Plan sets forth the following five key strategic goals:

Goal 1. Successfully transition to the “new State Bar” — an agency focused on public protection,
regulating the legal profession, and promoting access to justice.

Goal 2. Ensure a timely, fair, and appropriately resourced admissions, discipline, and
regulatory system for the more than 250,000 lawyers licensed in California.

Goal 3. Improve the fiscal and operational management of the State Bar, emphasizing integrity,
transparency, accountability, and excellence.

Goal 4. Support access to legal services for low- and moderate-income Californians and
promote policies and programs to eliminate bias and promote an inclusive environment in the
legal system and for the public it serves, and strive to achieve a statewide attorney population
that reflects the rich demographics of the state's population.

Goal 5. Proactively inform and educate all stakeholders, but particularly the public, about
the State Bar’s responsibilities, initiatives, and resources.

To align the work of the State Bar with the goals established in the Strategic Plan, the
Board also adopted key objectives to advance each of the five goals. These objectives
articulate specific milestones the State Bar would accomplish in support of the goals of
Strategic Plan .

The State Bar made significant progress toward achieving the goals of the Strategic Plan during
2019, as described below.

Goal 1: Successfully transition to the “new State Bar” — an agency focused on public
protection, regulating the legal profession, and promoting access to justice.

e |Implemented the Changes Adopted Following Review of the Subentities - In September
2018 and January 2019 the Board adopted various recommendations to alter the
operation of the State Bars committees, commissions, and boards (referred to as
subentities). In 2019, among other things, rule changes were adopted to implement those
changes; new processes were developed to transition more day-to-day operations to
staff; policies were approved by the subentities to guide those operations; working groups




were established to develop new guidelines; communications approaches were
developed to engage with the law schools; and subentities were transformed into review
bodies for certain bodies of work, including moral character determinations and decisions
approving or denying applications for reimbursement through the Client Security Fund.

e Separated the Voluntary and Mandatory Components of the Lawyer Assistance Program
(LAP) — In 2019 the LAP was separated into a mandatory program — which addresses
substance use and mental health issues in the context of disciplinary proceedings or as
part of moral character considerations — and a voluntary program, which serves attorneys
and law students who proactively seek support for substance use and mental health
issues.

e Merged the mandatory LAP with the Office of Probation — The mandatory LAP was also
merged with the Office of Probation to align the resources at the State Bar devoted to
case-management and attorney supervision, and to set the stage for the 2020 launch of
the Attorney Supervision and Assistance Redesign, which is modeled after the evidence-
based practice approach in the criminal justice system, and includes the use of a
collaborative court model for those with substance use or mental health issues.

Goal 2. Ensure a timely, fair, and appropriately resourced admissions, discipline, and regulatory
system for the more than 250,000 lawyers licensed in California.

e Fully Implemented the Odyssey Case Management System — Fulfilling a decades-
old recommendation, the State Bar completed its transition from a 1980s, legacy
system used by the discipline system to an integrated, web-based case
management system. Odyssey provides for more accurate and transparent
tracking of discipline cases, supporting the State Bar’s efforts to analyze data and
implement evidence-based changes to the attorney discipline system. In February,
2019, Odyssey was fully deployed in the Office of Chief Trial Counsel, Probation,
and State Bar Court.

e Completed the California Attorney Practice Analysis — To determine if there is
proper alignment between the California Bar Exam and the current practice of
law, the State Bar launched the California Attorney Practice Analysis (CAPA) to
identify the knowledge, skills and abilities required of entry level attorneys in
California. Working with consultants from Scantron testing services, the CAPA
Working Group completed a study of attorney practice looking at the actual
subject matter and skills used by attorneys in different phases of their careers. The
results of this study will serve as the basis for future modifications to the Bar
Exam including selection of questions, content validation, and cut score analyses.

e Conducted a Study on Disparities in the Discipline System — The study, conducted
by a professor from the University of California, Irvine, identified factors that
contribute to a disproportionate rate of discipline for nonwhite attorneys. Further
research, as well as steps to address these disparities, are planned for 2020.




Launched an Online Complaint Portal — In conjunction with the full deployment of
the Odyssey case management system, the State Bar launched a portal that allows
complaints to be filed online, eliminating the need for complainants to print and
mail forms. The online complaint form is now available in six languages, with
additional languages to be added in 2020.

Increased Efforts to Combat the Unauthorized Practice of Law (UPL) — The State
Bar’s Office of Chief Trial Counsel (OCTC) met with District Attorneys’ offices
across the State to encourage the prosecution of nonattorney UPL cases, seeking
collaboration in the identification and prosecution of these cases, and seeking to
understand how the State Bar’s efforts can be improved to ensure prosecution
where appropriate.

Completed Fingerprinting of Active Attorneys — The State Bar fulfilled the
mandate contained in California Rule of Court 9.9.5 requiring that all attorneys be
re-fingerprinted by December 1, 2019. More than 99 percent of California’s
190,000 active attorneys were brought into compliance with this mandate,
allowing the State Bar to track criminal convictions through subsequent arrest
notifications from the California State Department of Justice.

Implemented New Admissions Information Management System (AIMS) — Moving
another major function of the State Bar off of a legacy information technology
platform, AIMS went live in February 2019. AIMS enables electronic
communications and tracking of Bar Exam applications and moral character
determinations. AIMS provides a more efficient interface for applicants, law
schools, exam graders and State Bar staff and will also allow the State Bar to
monitor and track grader performance through the exam cycle. It has enabled the
State Bar to begin to decrease wait times for exam results.

Launched E-Learning Course for Attorneys — The Office of Professional
Competence launched an online course, available at no charge to licensed
attorneys, to provide training on the significant changes to the Rules of
Professional Conduct adopted in late 2018.

Moved Toward Improved Monitoring of MCLE Compliance — To ensure compliance
with MCLE requirements, the State Bar adopted rules which will require all MCLE
providers to upload attendance records of MCLE courses. This is designed to
improve the current process by which attorneys check a box to indicate
compliance with the statutory requirements, subject to annual auditing of a
random percentage of attorneys. Prior to adopting the rule changes, the State Bar
engaged with MCLE providers to discuss the methods that would be available to
allow for the upload, take suggestions for improved processes, and respond to
questions.

Created a Path for the Accreditation of Qualifying Online Law Schools — The State
Bar adopted rules allowing accreditation of fully online law schools, providing
greater flexibility and access to students whose options were previously limited to
registered law schools, which are not required to meet the standards required for
accreditation.




Improved Security For the Bar Exam — Implemented new protocols to ensure the

integrity of Bar Exam development, administration, and grading, including:

o limiting access to exam information in terms of both the number of staff
and the time in advance of the exam that it is available;

o securing online review and scoring of electronic answer files; and

establishing secure electronic communications with graders, exam
development team, and staff.

Analysis of Impact of 2-Day Bar Exam — The State Bar completed an analysis of the
impact of reducing the length of the Bar Exam from three days to two, specifically
focusing on whether overall scores and the passage rate was impacted, whether
the scores and passage rates of particular populations were impacted, and
whether the reliability of the exam was impacted by shortening the exam and
modifying the weighting of the respective sections of the exam. An analysis of the
financial and budgetary impacts will be completed in 2020.

Goal 3. Improve the fiscal and operational management of the State Bar, emphasizing integrity,
transparency, accountability, and excellence.

Launched a Telecommute Program for All Staff — Telecommuting provides benefits
to the organization and staff, improving employee morale and efficiency.

Launched Improved Monthly All Staff e-Newsletter — To support shared leadership,
improve information sharing with all staff, and highlight key staff accomplishments,
the State Bar improved its monthly all staff e-newsletter.

Launched, Designed, and Configured a New Enterprise Resource Planning System —
The State Bar completed the design and configuration of a new, integrated human
resources, financial, and procurement system. The new system will replace an
obsolete system that was no longer supported by its vendor.

Enhanced Ability to Collect Discipline Costs and Client Security Fund Reimbursement
—The State Bar implemented statutory changes to improve the ability to collect
reimbursement from attorneys whose misconduct leads to discipline system costs
and/or payouts from the Client Security Fund.

Goal 4. Support access to justice for all California residents and improvements to the state’s
justice system.

Completed a California Justice Gap Study — This first-of-its-kind study included a survey
of nearly 4,000 Californians, an intake census conducted by legal aid providers, and a law
student survey assessing the impact of the cost of law school on access to justice. The
findings will allow the State Bar to be more targeted in its efforts to increase access to
justice.
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Continued Work of the Task Force on Access Through Innovation of Legal Services (ATILS)
—1n 2019, the Task Force issued a request for public comment on sixteen options for
regulatory reform; considered over 2,800 responses to this request; conducted a public
hearing on the proposals; and, conducted 5 town hall meetings with local bar
association stakeholders.

Launched a Leadership Bank Program — The Leadership Bank Program encourages banks
to pay higher interest rates on IOLTA accounts, and recognizes those that do. In 2019,
the State Bar worked closely with financial institutions holding the largest IOLTA
accounts to negotiate higher interest rates, resulting in a 102 percent increase in 2020
IOLTA grants for distribution to legal services providers.

Distributed Equal Access Funds — The State Bar distributed an additional $20 million in
Equal Access Fund monies for homelessness prevention projects; the first $15 million of
which was distributed within three months of the appropriation of those funds through
the State budget process.

Distributed Bank Foreclosure Settlement Funds — The State Bar awarded $6.5 million for
foreclosure prevention and community redevelopment projects to legal services
programs that submitted proposals in response to an RFP.

Conducted Pathways to Justice Conference — Conducted, with co-sponsorship of the
Legal Aid Association of California and the Judicial Council’s Center for Families, Children
& the Courts, the 2019 Pathways to Justice Conference for more than 400 attendees,
providing substantive programming for legal services attorneys, and court-based self-
help center staff.

Modernized Lawyer Referral Services Rules — The State Bar adopted revised rules
governing the certification of Lawyer Referral Services, allowing for automated matching
of members of the public needing legal services with attorney members of Lawyer
Referral Service panels, with a goal of increasing access to legal services.

Report on Diversity and Inclusion Plan — The State Bar submitted the first Biennial
Diversity and Inclusion Action Plan to the Legislature as mandated by Business and
Professions Code section 6001.3.

Developed a Statistical Picture of the Diversity of California Lawyers — The State Bar
launched an attorney census in late January 2019, to develop a picture of the state of
the profession. Getting data on overall demographics, the demographic makeup of
particular legal sectors (private, government, public interest), the relative abilities of
people of different demographic backgrounds to advance in their career, and career
satisfaction, the attorney census created a rich data set that the State Bar has begun to
mine. Three “Bar Briefs” have been published examining pieces of the data, and a more
comprehensive report card on the diversity of the profession will be released in early
2020.

Convened Diversity Summit — The State Bar convened the 2nd Annual Diversity Summit
in San Francisco with county bar associations, affinity bar leaders, Diversity and Inclusion
Officers from private firms, executives, Council on Access and Fairness (COAF) members,
and members of the State Bar’s Board of Trustees. The group developed
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recommendations for metrics to include in the State Bar’s first Diversity Report Card and
additional survey questions to roll out for future reporting and to support inclusion
efforts across the legal spectrum.

e Updated Attorney Census — The State Bar launched a revised attorney census instrument
to improve data collection for 2020 to inform the State Bar about the diversity of the
legal profession and the obstacles to diverse attorneys’ entry into, retention, and
advancement in the legal profession.

e Conducted Law School Survey — The State Bar surveyed law schools to identify programs
to improve retention of diverse student and researched best practices for supporting
diverse students in law schools.

Goal 5. Proactively inform and educate all stakeholders, but particularly the public, about the
State Bar’s responsibilities, initiatives, and resources.

e Broadened Outreach to Immigrant Community — The State Bar’s Office of Chief Trial
Counsel (OCTC) distributed 20,000 posters with information about UPL and how to file a
complaint to consulates, the United Farm Workers, and legal and immigration services
organizations.

e Launched Admissions e-Newsletter — The State Bar launched an e-newsletter for
dissemination of information to law school deans.

e Launched Print-on-Demand Pamphlets — The State Bar developed pamphlets for law
enforcement partners, with information about legal services for immigrants and UPL.
These pamphlets are available in multiple languages on the State Bar’s website.

e Increased Social Media Presence — The State Bar has increased its presence on LinkedIn,
Twitter, and Facebook to disseminate information about disciplined attorneys as broadly
as possible. The State Bar is also using social media to alert consumers about scams
related to disaster assistance, and UPL. Each month the State Bar is also publicizing the
resources available for attorneys with substance use and mental health issues.

e Centralized Information for Immigration Assistance — The State Bar developed a page on
its website with information in English and Spanish about legal services providers that
provide legal assistance for immigration issues.

e Organized Legal Aid Information by County — The State Bar has provided on its website a
detailed list of legal aid providers, in English and Spanish, organized by county.

e Improved Public Information - In response to wildfires in Northern and Southern
California, the State Bar developed consumer fraud alerts in multiple languages
warning the public to watch out for and report potential fraud perpetrated by those
posing as lawyers or lawyers taking advantage of vulnerable victims. In addition, the
State Bar issued alerts targeting immigrant communities focused on increased reports
of fraud stemming from Federal family separation policies and the increased incidence
of immigration raids.
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OUTLINE OF KEY 2020 INITIATIVES

The Board of Trustees received regular updates regarding Strategic Plan progress during the
course of 2019. In January 2020, the Board conducted its annual planning session during which it
explored options for improving the fairness and effectiveness of the discipline system. The Board
also explored in detail one of its existing objectives — examining the efficacy of paraprofessional
programs to increase access to justice. Following the planning session and input received
throughout 2019, key 2020 initiatives include the following:

e Work with State Bar staff and the Legislature toward the goal of transitioning voluntary
LAP to the California Lawyers Association.

e Adopt consistent, transparent guidelines for moral character determinations, along with
decision matrices to provide law students and Bar Exam applicants guidance as to issues
taken into consideration by the State Bar.

e Develop a comprehensive set of rules for accrediting California law schools focused
around the core principles intended to be achieved by California accreditation.

e Revise rules to support “deemed accredited” status for schools accredited by an
institutional accreditor, reducing duplication and costs for law schools.

e Fully implement the Enterprise Resource Planning upgrade of the State Bar’s
human resources, finance, and procurement modules improving the efficiency,
effectiveness, and accountability of the State Bar’s administration.

e Recommend changes to the Bar Exam based on results of the California Attorney Practice
Analysis and the National Committee of Bar Examiners Job Analysis.

e Conduct a new workload study of the Office of Chief Trial Counsel to create differentiated
case weights in response to recommendations by the Legislative Analyst’s Office. The
workload study will also evaluate the impact of the new case management system and
case prioritization protocols on the workload in the Chief Trial Counsel’s office, and
estimate current resource needs based on the updated workload study.

e Implement the Attorney Supervision & Assistance Redesign project to provide for more
appropriate sanctions and oversight of attorneys on probation using evidence-based
assessments of attorneys’ risks and needs.

e Complete the work of the Task Force on Access through Innovation of Legal
Services and submit related recommendations to the Board of Trustees.

e Examine the advantages and disadvantages of the licensure/certification of
paraprofessionals in California to help address the justice gap while continuing to
ensure public protection. Present recommendations to the Board of Trustees.

e Improve State Bar employee engagement and development opportunities as part of the
continued investment in employee engagement. Employee engagement and development
efforts include expanded professional development opportunities and the modernization
of personnel policies to make the State Bar a more flexible, competitive, and productive
employer.
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Identify the focus for an online self-assessment program to assist attorneys in evaluating
their practices to minimize the risk of engaging in professional misconduct.

Launch the online MCLE Provider Course Upload Program, which will allow MCLE
providers to submit required MCLE attendance records online.

Update the short and long term real estate strategy related to ownership and
maintenance of the State Bar offices at 180 Howard Street.

Collect expanded demographic data on law students to support efforts to improve
diversity and retention in law schools, and validate the data to ensure the submission of
consistent data from all law schools.

Continue to evaluate and make changes to the bar examination development and grading
processes, including consideration of the use of a sampling plan in the selection of bar
exam topics; consideration of the CAPA study and its impact on bar exam development;
review of recommendations from the Department of Consumer Affairs; evaluation of the
differential performance on specific bar exam questions by specific populations;
additional identification and implementation of other ways in which diversity and
inclusion principles can be institutionalized in bar exam development.

Devise or acquire implicit and explicit bias training for bar examination proctors and
graders.

Implement remote proctoring of Bar Examination.

Expand and improve the Productive mindset: Strategies & Stories, assuming the results of
the July 2019 intervention continued to demonstrate a positive impact on bar exam pass
rates for students who fully participated in the program.

Increase participation in the Leadership Bank Program to increase legal services revenue.

Complete Phase Il of California Justice Gap Study, specifically focused on Californians with
limited English proficiency.

Publish an annual report on the state of the legal profession.

Host Diversity Summits by sector (private, government, and nonprofit) to identify and
analyze sector specific issues and interventions for diverse attorneys’ entry into,
retention, and advancement in these respective fields and develop appropriate, targeted
interventions.

Analyze the 2020 attorney census data to identify trends, obstacles, and interventions to
improve inclusion and diversity in the legal profession.

Finalize online consumer legal information, available in multiple languages.

Continue to enhance efforts to improve the investigation of UPL matters to ensure
vulnerable populations are protected.

Continue to partner with law enforcement to ensure appropriate prosecution of UPL
matters.
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STATE BAR BACKGROUND

The State Bar of California is a public protection organization committed to transparency,
accountability, excellence through lawyer regulation, education and discipline, and support for
improvements to the legal justice system. In its capacity as a judicial branch agency, the State Bar
operates to ensure that the legal profession serves the people of the state in a manner consistent
with the highest standards of professional competence, care, and ethical conduct. It also serves as
an administrative arm of the California Supreme Court on all matters pertaining to the admission,
discipline, and regulation of California’s lawyers.

HISTORY

The California Legislature created the State Bar as a public corporation in the 1927 State Bar Act.
The State Bar Act authorized the State Bar, subject to approval by the California Supreme Court,
to fix the qualifications for admission to practice law, adopt Rules of Professional Conduct, and
conduct disciplinary proceedings. The State Bar Act also authorized the State Bar to aid in the
administration of justice. In 1960, the electorate added the State Bar to the California
Constitution. That provision, as amended in 1966, provides: “The State Bar of California is a public
corporation. Every person admitted and licensed to practice law in this State is and shall be a
member of the State Bar except while holding office as a judge of a court of record.”

In 2011, the California Legislature amended the State Bar Act to make public protection “the
highest priority for the State Bar of California and the Board of Trustees in exercising their
licensing, regulatory, and disciplinary functions.” (Business and Professions Code section 6001.1)
Consistent with a statutory change effective January 1, 2018, functions and activities outside of
the core mission of the State Bar were transferred to a new, private, nonprofit corporation (See
Stats. 2017, ch. 422.). The sole focus of the State Bar is now on its regulatory function. Consistent
with this shift in focus and priorities, the Board of Trustees adopted a new State Bar Mission
Statement, which reads:

“The State Bar of California’s mission is to protect the public and includes the primary functions of
licensing, regulation and discipline of attorneys; the advancement of the ethical and competent
practice of law; and support of efforts for greater access to, and inclusion in, the legal system.”

BOARD OF TRUSTEES
The State Bar’s governing body, the Board of Trustees, meets regularly to consider organizational,
policy, and regulatory matters.

The Board is comprised of 13 trustees, including:
e Five attorneys appointed by the California Supreme Court, who will serve four-year terms;
e Two attorneys appointed by the Legislature, one by the Senate Committee on Rules and one
by the Speaker of the Assembly; and
e Six “public” or nonattorney members, four appointed by the Governor, one by the Senate
Committee on Rules and one by the Speaker of the Assembly.
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ORGANIZATIONAL STRUCTURE
The Board of Trustees guides policymaking for the State Bar. The State Bar’s Executive Director,
Chief Trial Counsel, and General Counsel report directly to the Board of Trustees. The Executive
Director, through and with the State Bar’s Leadership Team'is responsible for ensuring that the
organization fulfills its mission and achieves the specific goals outlined in the State Bar’s strategic

plan.

The organizational chart illustrates the State Bar’s oversight structure:

BOARD OF TRUSTEES

| STRATEGIC
et o ki }—— PCMYANLTE | COMMUNICATIONS &
STAKEHOLDER ENGAGEMENT
\ - | . .
MISSION
GENERAL CHIEF TRIAL STATE BAR PROGRAMS FINANCE ADMINISTRATIVE ADVANCEMENT &
COUNSEL COUNSEL COURT DIVISION DIVISION ACCOUNTABILITY
DIVISION
; | ATTORNEY .
ACCESS & INCLUSION|_{_|  REGULATION &
l }» Luusumm RESOURCES HUMAN RESOURCES | LEGISLATIVE AFFAIRS |
I TR ‘ " PROFESSIONAL | —
1 - SUPPORT & N ORI RESEARCH &
CLIENT PROTECTION S : INSTITUTIONAL -
h E 3 TECHNOLOGY ACCOUNTABILITY
(" rroressionaL ‘7 BOARD SUPPORT
Selibin O GENERAL SERVICES | INECOMMISSION
_——— & APPOINTMENTS
LICENSEES

With over 250,000 licensed attorneys, the State Bar of California is the largest State Bar in the
country. To practice law in California attorneys must pass the California Bar Examination, meet
moral character requirements, satisfy triennial Minimum Continuing Legal Education (MCLE)
requirements, and pay annual licensing fees to the State Bar.

! In addition to the Executive Director, the Leadership Team is comprised of the General Counsel, Chief Trial Counsel,
Chief of Programs, Chief Financial Officer, Chief Administrative Officer, and Chief of Mission Advancement and

Accountability.
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FISCAL 2020 BUDGET OVERVIEW

SOURCES OF FUNDS

The State Bar’s 2020 Adopted Budget reflects $211.9 million in total revenue and $242.4 million in
total expenses. The graphs and tables below report the major revenues and expenses budgeted in
2020. Variances in budgeted amounts compared to the prior year are discussed below.

Figure 1 shows the composition of sources of funding for 2020. Mandatory fees are the largest
source of revenue for the State Bar.

Figure 1: Break-out of 2020 Projected Revenues

Other Revenue
29.4%

Voluntary Fees &
Donations
2.7%
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Table 1 provides a detailed breakdown of 2019, 2020, and 2021 projected revenues by funding
source.

Table 1: Comparison of Revenue Budget

2019 2020 2021

Budget Budget Forecast
Mandatory Fees $76,567,300 $99,448,446 $101,834,930
Voluntary Fees & Donations 8,428,200 5,751,700 5,780,459
Exam Fees 13,935,300 13,658,480 13,658,480
Grants 25,857,400 30,701,985 30,701,985
Other Revenue 42,636,900 62,350,814 62,311,512
Total Fund Sources $167,425,100 $211,911,425 $214,287,365

Mandatory Fees

Active attorneys must pay $497 annually to maintain their license. This includes a $25 discipline
fee, an $80 client security fee, and a $1 lawyer assistance fee. Attorney licensing fees are set by
the Legislature annually.

Grants

Grants include revenue received by the State Bar from a variety of agencies and other sources.
Grants are administered through the Equal Access Fund, which is aimed at helping Californians
who need legal services, but cannot afford to hire a lawyer. The adopted budget represents a 19
percent increase from 2019 grants revenue.

Exam Fees

Exam fees, which are housed in the State Bar’s Admissions Fund, include revenue from the First-
Year Law Students’ Examination and the California Bar Examination. The adopted budget
represents a 2 percent decrease from 2019 exam fee revenue, resulting from an expected 2
percent decrease in the number of applicants from 2019 to 2020.

Voluntary Fees and Donations

The State Bar also generates revenue through voluntary fees from licensees, and donations.
Voluntary fees and donations fund specific program areas including the Legal Services Trust Fund,
Elimination of Bias Fund and Legislative Activities Fund. The 2020 adopted budget represents a 32
percent decrease from the prior year’s voluntary fees and donations revenue, due to an
assumption that mandatory fee increases will negatively impact voluntary donations.

Other Revenue

In addition to the funding sources outlined above, the State Bar generates revenue from a host of
other sources and services provided, including student registration fees, law school accreditation,
penalty and late fee assessments, the Interest on Lawyers’ Trust Account (IOLTA) program,
certificates of good standing, moral character fees, insurance commissions, lease revenue, and
interest income. The budget for 2020 has been adjusted to reflect an increase based on actual
revenue received in 2019 attributable to a significant increase in IOLTA revenue.
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USE OF FUNDS

State Bar Divisions and Offices are responsible for implementing the State Bar’s Strategic Plan.
They include: the Office of the Executive Director; the Office of the General Counsel; the Office of
Chief Trial Counsel; State Bar Court; the Office of Recruitment and Retention; the Office of
Finance; the Mission Advancement and Accountability Division, which includes the Office of Board
and Committee Support, the Office of Strategic Communications and Stakeholder Engagement,
and the Office of Research and Institutional Accountability; the Programs Division, which includes
the Office of Admissions, the Office of Attorney Regulation & Consumer Resources, the Office of
Professional Support & Client Protection, which includes the Lawyer Assistance Program,
Probation and the Client Security Fund, the Office of Access & Inclusion, and the Office of
Professional Competence; and the Administrative Division, which includes the Office of General
Services, the Office of Human Resources, and the Office of Information Technology.

A brief overview of each, along with key specific revenue, expense, and personnel data, is
provided in the State Bar Operations Budget Detail section of this document.

Table 2 below outlines the operating budget by expense type for 2020 and the 2021 forecast.

Table 2: State Bar Expenses by Cost Type

2019 2020 2021

Budget Budget Forecast
Personnel Expense $86,011,700 $96,875,512 $98,813,022
Services 20,319,800 23,066,047 22,788,618
Legal Services Grants 62,670,700 98,463,237 100,432,502
Supplies and Equipment 9,089,000 8,798,330 8,974,297
Other Expense 2,263,400 2,653,404 2,706,472
Debt Service 695,100 695,100 709,002
CSF Payments 6,899,800 13,599,990 13,871,990
Reimbursements (1,485,000) (1,685,000) (1,718,700)
Total Expenses $186,464,500 $242,466,620 $246,577,203

Personnel Expenses

Personnel expense includes salary and benefits, supplemental staffing, employee health care, and
retirement. These expenses total $96.9 million of the State Bar’s 2020 budget. The adopted
budget represents a 13 percent increase from the prior year. These increases are attributable to
additional FTEs, cost-of-living adjustments, and health care and retirement increases.

Services

Services expense includes professional services, other outside services, exam graders, and exam
proctors. Services account for $23.1 million of the State Bar’s 2020 Budget. The adopted budget
represents a 14 percent increase from the prior year services expenses, occurring primarily in the
Professional Services accounts for Information Technology projects.
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Legal Services Grants

Legal services grants represent distribution of grants generated through the Interest on Lawyers’
Trust Account program, Equal Access Fund, and bank settlements. Legal Services Grants account
for $98.5 million of the State Bar's 2020 Budget. These expenses represent a 57 percent increase
in 2020 compared to the prior year, primarily due to increases in the Legal Services Trust Fund
grant distribution.

Supplies and Equipment

Supplies and equipment expense includes exam and software licensing, supplies and postage,
computers and software, buildings and equipment, and telecommunications. This category
accounts for $8.8 million of the State Bar’s 2020 budget. The adopted budget represents a 3
percent decrease from the prior year’s Supplies and Equipment budget.

Other Expenses & Client Security Payments

Other expenses primarily consist of Client Security Fund payments, followed by travel and
training. These expenses account for $16.3 million of the State Bar’s 2020 budget. The adopted
budget represents a 77 percent increase from prior year costs, resulting from an expected
increase in Client Security Fund payouts.

Debt Service

In 2012 the State Bar acquired a real property located at 845 South Figueroa Street in Los Angeles
and entered into a 15- year loan agreement in the amount of $25.5 million with Bank of America.
The annual interest rate on this loan is 4.26 percent and the outstanding loan balance as of
December 2019 is approximately $15.6 million.

In 2016, the State Bar entered into a 10-year loan agreement with Bank of America for $10 million
for the purpose of refinancing the costs of tenant improvements of its 180 Howard Street building
in San Francisco. These improvements are needed in order to restore vacant floors to lease-ready
status. The annual interest rate on this loan is 4.26 percent and the outstanding balance as of
December 2019 is approximately $6.9 million.

Annual interest expense for these loans is approximately $0.9 million for 2020; the costs are
charged to individual program funds through indirect cost allocation based on space occupancy.

Depreciation
Depreciation is not shown as part of the operating budget. Starting in 2018, depreciation is
recorded on capital projects and investments at the end of the fiscal year.
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Total Operating Budget

Figure 2 illustrates the composition of operating expenditures, by office. Access & Inclusion
comprises 43 percent of total expenditures, due to a planned spend-down of a large bank
settlement grant, and high levels of trust fund revenue. The Office of Chief Trial Counsel

represents 26 percent of operating budget expenditures. Together these two offices comprise a
little over two-thirds of the State Bar’s operating budget.

Figure 2: Operations Budgets
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Total Staffing for 2020

The 2020 adopted budget funds 607.9 full-time equivalent positions, compared to 582.83
budgeted for 2019.

Figure 3 below illustrates the distribution of FTEs across the State Bar. Details are provided in the
Budget Detail section of this document.

Figure 3: Distribution of Full Time Employees
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Staffing History

Table 3 shows a three-year history of staffing. The 2020 budget has an increase of 25 total FTEs,
with 21 new funded FTEs in the Office of Chief Trial Counsel and two new funded FTEs in State Bar
Court.

Table 3: Three-Year Staffing History

Division/Office 2018 2019 2020
Access & Inclusion 19 19 19
Admissions 69 65 64
Attorney Regulation & Consumer Resources 24 29 30
Chief Trial Counsel 253 256 277
Executive Director 10 8 11
Finance 16 17 17
General Counsel 23 24 24
General Services 22 22 21
Human Resources 13 7 9
Information Technology 31 34 39
Mission Advancement & Accountability 21 24 16
Professional Competence 11 13 13
Professional Support & Client Protection * 26 26 26
Programs - - 1
Special Projects 7 1 -
State Bar Court 43 39 41
Total FTE 588 583 608

* Office of Professional Support & Client Protection includes: Client Security, Lawyer Assistance Program, Probation
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BUDGET ASSUMPTIONS
The 2020 budget reflects the following significant assumptions:

Mandatory Licensee Fees & Voluntary Donations

Budgeted licensee fees and voluntary donations, excluding late penalties, total $105.2 million, as
compared to $85.0 million in the 2019 adopted budget, reflecting a $20.2 million increase. This
increase reflects an increase of $22.9 million in mandatory fees resulting from the 2020 licensing
fees, offset by an anticipated reduction of $2.7 million in voluntary donations.

Personnel Expense

Personnel expense is the largest single component of the State Bar’s costs. The 2020 personnel
expense budget increased by $10.9 million, or 13 percent, from $86.0 million in 2019 to $96.9
million. The increase is due to additional FTEs, cost-of-living adjustments, and the extension of
retiree health care to all employees.

Affinity and Insurance Program Revenues

The 2018 Fee Bill redirected virtually all of the State Bar’s affinity and insurance program revenue.
In 2019, revenue received from insurance programs was split as follows: 25 percent to California
Change Lawyers, 25 percent to qualified legal services projects and support centers, and 50
percent to support discipline functions of the State Bar or the Client Security Fund

Pursuant to Business and Professions Code section 6141.3 (c), the first $150,000 of all revenue
from noninsurance affinity programs and insurance programs received in 2020 and 2021 will go to
the California Commission on Access to Justice. Any additional revenue, after administrative costs
are deducted, will be distributed as follows: one third to the California Lawyers Association; and,
two thirds to California Change Lawyers, which will distribute its portion of the revenue as
specified in section 6141.3(c)(2).

Professional Services, Temporary Help

Zero-based budgeting continues in 2020 for professional services and temporary help line items.
Professional service expenses are budgeted at $7.9 million, up from last year’s budget of $5.5
million; the increase occurs primarily in IT-related projects. Temporary help expenses are
budgeted at $1.6 million, similar to last year’s budget.

Legal Specialization Fund

The 2018 budget reflected a $1 million loan from the Legal Specialization Fund to the Admissions
Fund to finance a portion of the Admissions Information Management System (AIMS). The loan is
being repaid to the Legal Specialization Fund in equal installments of $100,000 over 10 years,
beginning in 2019. The second installment is included in the 2020 budget.

Capital Maintenance

The State Bar has a multiyear capital improvement program in place to ensure that its 180
Howard Street headquarters building operates safely and efficiently and complies with updated
building codes. Due to the structure of the funding for capital improvements, and the limited fee
increase to support replenishment of the State Bar’s reserves, building improvements budgeted in
2020 total only $725,000, despite the current Five-Year Capital Improvement Plan.
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Indirect Cost Allocation

Direct costs are those that can be specifically identified with a particular operational area. For the
State Bar, this include functions such as Executive Director, Chief Trial Counsel, State Bar Court,
the Mission Advancement and Accountability Division, Admissions, Attorney Regulation &
Consumer Resources, Access & Inclusion, Professional Competence, Lawyer Assistance Program,
Probation, Client Security Fund, and General Services.

Indirect costs are not readily identifiable with a specific operating program, but rather, are
incurred for a joint purpose that benefits more than one program. Common examples of indirect
costs include finance, human resources, recruitment and retention, information technology,
insurance, and building maintenance.

Although indirect costs are generally not readily identifiable with specific programs, their costs are
allocated to programs via various allocation bases, so that program costs will be more accurately
reflected in the State Bar’s financial data.

The total amount of the 2020 indirect cost pool, to be allocated to programs, is $38.6 million
compared to $35.6 million in the 2019 budget. The table below provides detail on both the
indirect cost pool components, and amounts charged to individual funds.

Fund 2019 Budget 2020 Budget 2019 vs 2020
Admissions 5,420,600 5,236,698 (183,902)
Bank Settlement 31,801 58,525 26,724
Client Security 581,746 886,175 304,429
Elimination of Bias 58,105 131,294 73,189
Equal Access 16,837 325,777 308,940
General Fund 27,283,848 30,359,191 3,075,343
Justice Gap 6,965 4,226 (2,739)
Lawyer Assistance Program 483,430 547,890 64,460
Legal Specialization 743,259 439,485 (303,774)
Legal Services Trust 845,651 421,506 (424,145)
Legislative Activities 135,500 171,302 35,802
35,607,742 38,582,069 2,974,327
Indirect Cost Pool 2019 Budget 2020 Budget 2019 vs 2020
General Svcs. - LA 3,975,105 4,560,064 584,959
General Svcs. - SF 5,601,811 5,084,840 (516,971)
Licensee Billing 425,611 508,862 83,251
Building/Capital Improve. 2,743,980 507,500 (2,236,480)
General Counsel 4,544,739 4,903,586 358,847
Ex. Dir./BOT/Comm 3,533,071 4,419,116 886,045
Information Technology 9,167,692 13,297,554 4,129,862
Non-Departmental 15,416 0 (15,416)
Human Resources 2,453,232 2,412,337 (40,895)
Finance 3,147,233 2,888,220 (259,013)
35,607,890 38,582,079 2,974,189
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Information Technology Projects

2020 information technology projects include various implementation efforts, including the
Oracle financial software upgrade (ERP System), upgrades to the Odyssey Case Management
System (CMS), and security upgrades.

Lawyer Assistance Program

Budgeted expenses in the Lawyer Assistance Program (LAP) increased to $2.5 million in 2020 from
the $2.0 million budgeted in 2019. Because of a fee holiday in the recent fee bill, budgeted
revenue will only be $0.3 million, of which $0.2 million will be provided to The Other Bar to fund
voluntary support for lawyers. With the reduction in revenues, the Lawyer Assistance Program will
be spending down part of its existing fund balance in 2020.

Use of Reserves

Budgeted revenues are $213.8 million, with $30.9 million funded from reserves. The $30.9 million
assumes reserve funding is composed of $29.6 million of non-General Fund amounts collected in
prior years that will be spent in 2020, and $1.6 million for upgrades to the State Bar’s case
management software that staff recommends be financed from General Fund reserves.

The following table is a listing of funds using reserves, with the amounts, the projected ending
percentage, if applicable, and the purpose for the use of reserves.

Fund Name Use of Reserves Ending % Purpose

General -$1,326,400 15.9% One-Time (CMS-IT)

Admissions -$2,390,400 27.0% Operating & One-Time

Bank Settlement -$11,695,600 NA Planned Spend Down — Grants
Client Security -$10,600 18.4% Operating

Elimination of Bias -$105,900 53.6% Planned Spend Down to Target
Equal Access -$1,637,900 NA Planned Spend Down — Grants
Justice Gap -$81,000 NA Planned Spend Down — Transfer Out
Lawyer Assist. Program -$2,172,100 59.3% Fee Holiday 2020

Legal Services Trust -$11,164,400 NA Planned Spend Down — Grants
Legislative Activities -$133,200 38.8% Planned Spend Down to Target

The State Bar received $44.7 million in Bank Settlement funds in 2016. In 2020, $11.8 million is
budgeted to be spent from these funds to support legal services initiatives focused on foreclosure
prevention and community economic development. For Equal Access and Legal Services Trust
Fund, the $1.6 and $11.2 million are planned spend downs of reserves from the prior years.

2021 Projected Budget

The State Bar provides a projection for year two in the budget as part of the legislative submittal.
For the 2021 Projected Budget figures included in this report, conservative assumptions were
made that revenue and expense items would only change from 2020 in the range of 0-2 percent.
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BUDGET DEVELOPMENT PROCESS

BUDGET CALENDAR

The State Bar’s budget process begins with preliminary revenue and expense projections for the
upcoming budget year. Then, under the direction of the Chief Financial Officer (CFO), the Office of
Finance issues budget instructions containing detailed guidance on the preparation of budget
requests. Offices prepare budget requests and submit to the Office of Finance for review.

The Office of Finance reviews the budget requests, compares against projected revenues, and
prepares the budget document. With the approval of the Executive Director, the State Bar’s
proposed budget is presented to the Board of Trustees for adoption in January.

Beginning in 2019, the Office of Finance submits only the final version of the budget to the
Legislature by February 28.

BUDGET DEVELOPMENT

Each year, the State Bar’s budget is prepared in accordance with Business and Professional Code
section 6140.1. The State Bar’s Budget Policies and Procedures Manual documents in detail
budget preparation, formulation, submission and approval processes. The budget expresses, in
terms of dollars, the funded programs and plans of the State Bar for the budget year and the
estimated income by sources necessary to finance these programs and plans. The budget is the
primary instrument of fiscal control and, accordingly, contains all income and expenses of the
State Bar. The State Bar’s strategic plan provides the framework for the annual budget
formulation and process.

Revenue included in the annual budget are estimates. Unlike expense accounts, revenue accounts
are not budgets subject to adoption. Revenue estimates may be adjusted from time to time to
reflect additional information as it becomes available or to correct technical or clerical errors.

The Office of Finance is responsible for the development and monitoring of the State Bar’s annual
operating budgets. It prepares the annual budget submission to the Board of Trustees and
Legislature; fulfills internal and external budgeting reporting requirements; processes budget
transfers and funding requests for new initiatives; reviews and monitors capital budget requests;
and provides financial analyses for Offices and the Board.

BUDGET MANAGEMENT

The Office of Finance is responsible for monitoring budget spending on a monthly basis. It
conducts analytical studies to support the planning and budget development processes and
produces management information related to the State Bar’s operations. The Office of Finance
strives to create efficient and productive methods of budget preparation, using sound budget and
management practices, financial planning that supports management decision making, developing
innovative solutions to challenging problems, and ensuring the State Bar’s budget is aligned with
the State Bar’s Strategic Plan.

All the State Bar’s basic financial statements are prepared in accordance with Generally Accepted
Accounting Principles as prescribed by the Governmental Accounting Standards Board.
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BUDGET VARIANCES AND ADJUSTMENTS

The State Bar’s Board of Trustees Policy Manual and Budget Policies and Procedures Manual set
guidance for budget control and amendment. Quarterly financial reports and midyear forecasting
and budget-to-actual variance reports are required to be presented to the Board of Trustees for
review.

A significant variance is defined in the Board Policy Manual as a year-to-date budget-to-actual
variance that is greater than $100,000 over the budgeted line item. When significant variances
arise, the Office of Finance is responsible for investigating and identifying such items and
activities. Corrective actions and reporting to the Board of Trustees are necessary depending on
the extent to which the variances impact overall expenditure authority.

WORKLOAD MEASURES AND PERFORMANCE METRICS

In 2019, the State Bar implemented new Performance Metrics throughout the organization.
Performance measurement provides a quantifiable way, via specific performance metrics, for
organizational leaders to recognize successes and areas needing improvement. It allows
policymakers, management, staff, stakeholders, and the public to build trust in leadership and see
the results of ongoing efforts. Effective performance measures can also help streamline existing
processes, encourage collaboration across offices, and allow organizational leaders to better
manage limited resources to increase impact and plan for future growth.

Workload measures, reflecting the volume of work performed by an Office or functional area of
the State Bar, will continue to be important data points to capture. Workload measures were
introduced in the 2017 budget. After the performance metrics were completed, the workload
measures were reviewed to assess continued relevancy in a “performance metrics” environment;
only a limited number of workload measures will be reported. Because these workload measures
and performance metrics are presented, in public materials, at every Board meeting, they are no
longer included in the budget submission. The workload measures and performance metrics that
will be reported to the Board of Trustees on March 12, 2020 include annual measures, quarterly
measures through Q4 2019 and monthly measures for December 2019 and January 2020.

FUND STRUCTURE AND FINANCIAL POLICIES

The State Bar’s financial policies and fund structure are designed to manage financial risk and
ensure the State Bar is funded in the event of revenue changes. This section describes fund
structures and significant financial policies.

FUND STRUCTURE

The State Bar’s budget represents a complex mix of 21 funding sources supporting over 40 distinct
functions within the organization. Pursuant to Board action in 2015, each of these sources is
categorized into one of three Fund types:

e General Fund (renamed from Consolidated General Fund in June 2017): This Fund
accounts for spendable financial resources that can generally be used to support most
aspects of the State Bar’s operations.

28



e Restricted Fund Group: These funds account for activities and financial resources that can
only be used for specific purposes. Sometimes these constraints are imposed externally,
through state statute. The State Bar has nine funds in this group:

Bank Settlement Fund

Client Security Fund

Elimination of Bias Fund

Equal Access Fund

Justice Gap Fund

Lawyer Assistance Program Fund
Legal Services Trust Fund

Legal Specialization Fund
Legislative Activities Fund

@]
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e Special Revenue Fund Group: These funds account for the proceeds of specific revenue
sources that are restricted or committed to specified purposes. The State Bar currently has
one fund in this group:

0 Admissions Fund

The primary source of funding for the General Fund is fees paid by licensees of the State Bar, as
authorized annually by Business and Professions Code section 6041. Accordingly, the State Bar’s
discipline system, and the majority of the administrative functions supporting that system, are
funded by the General Fund.

Restricted Funds are primarily generated through either separate statutory authority (for
example, the Client Security and Lawyer Assistance Program Funds), or grant or settlement
sources. Special Revenue Funds are self-supporting and sustained by fees paid by licensees or
applicants that are set by the Board. While Restricted and Special Revenue Funds differ in their
underlying revenue sources, neither is used to support General Fund activity, other than as
charged for administrative support services through the allocation of indirect costs.

ACCRUAL BASIS ACCOUNTING

The State Bar utilizes the accrual basis of accounting for its Enterprise Fund, which reports all
business-type activities in the General Fund, the Restricted Fund Group and the Special Revenue
Fund Group. Under the accrual basis of accounting, licensee fee revenues and other fees are
recognized in the period earned rather than when collected. Expenses are matched with the
related revenues and are recognized in the period that the liability is incurred, regardless of the
timing of the related cash flows.

Basis of budgeting refers to the method used for recognizing revenues and expenditures in
budget. For budgetary purposes, the State Bar utilizes the modified accrual basis of accounting for
all program funds, with budgetary control set at the cost center and expenditure category levels
within each Office budget. The modified accrual basis of accounting is different from the accrual
basis of accounting accepted under Generally Accepted Accounting Principles (GAAP).
Depreciation expense is not included as a budgeted expense since it does not use spendable
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resources. Debt principal and capital outlay are also expensed under the modified accrual basis
which is not in accordance with GAAP.

RESERVES

The State Bar adopted a new fund structure in 2015 and revised its Reserve Policy the following
year. The fund structure, which utilizes the concept of “fund balance” for Enterprise Funds under
GAAP and the Governmental Accounting Standards Board Statement No. 54, establishes a
fundamental framework for the Reserve Policy in defining the classification of reserves in each
program fund. Under the Reserve Policy, the State Bar is required to maintain a net minimum
reserve balance that equates to two months--or a level of 17 percent--of operating expenses for
all non-grant funds.

Funds subject to the policy are the General Fund, Legislative Activities Fund, Elimination of Bias
Fund, Lawyer Assistance Program Fund, Legal Specialization Fund, and Admissions Fund.
Whenever reserve levels surpass 30%, for a consecutive six-month period, a reserve spend-down
plan shall be developed in accordance with the principles stated in the Reserve Policy.

Excluded Minimum Target Reserve Funds include the Grant, Legal Services Trust, Equal Access,
Justice Gap, and Bank Settlement Funds.

For purposes of the Minimum Reserve Target, operating expenses of the Client Security Fund shall
exclude application payouts.

PROCUREMENT

Purchase of goods and services are managed under a procurement system utilizing purchase
requisition and purchase orders. The State Bar currently does not use encumbrance accounting.
As a result, unfilled purchase orders and outstanding contractual obligations at year-end are not
classified as commitments for financial statement presentation. Budget control is set at the cost
center and expenditure category levels. Unspent budget appropriations lapse at each fiscal
year-end.

INVESTMENT POLICY

It is the policy of the State Bar of California to invest public funds in a manner which will provide
the maximum security with best investment return, while meeting the daily cash flow demands of
the State Bar and conforming to all state statutes governing the investment of public funds and all
resolutions of the Board of Trustees. The State Bar’s investment policy applies to all financial
assets under direct control of the State Bar, including all funds accounted for in the State Bar
quarterly report to the Board and include the General Fund, Restricted Funds, and other funds
that may be created from time to time. The State Bar holds no pension trust funds for which it is
accountable. The State Bar utilizes an independent third party custodian to provide custodial
services on all its investments.

Under the investment policy, the State Bar’s investment portfolio will remain sufficiently liquid to
enable the State Bar to meet all operating requirements that might be reasonably anticipated.
The State Bar’s investment policy is designed to attain a market rate of return throughout
budgetary and economic cycles, commensurate with the State Bar’s investment risk constraints
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and the cash flow characteristics of the portfolio. Investments are made with the intent to hold to
maturity unless the liquidity needs of the portfolio require that the security be sold or a capital
gain be realized in a manner that better positions the overall portfolio in achieving investment
policy goals.

The CFO is designated as the official with responsibility for authorizing the sale or liquidation of
investments in advance of their scheduled maturity dates. The CFO makes quarterly reports to the
Board of Trustees on the status of the State Bar’s investment portfolio. These reports include
information as to the type of investment, the amount of money invested with various institutions,
market value for securities with a maturity of more than 12 months, purchase and maturity dates,
rate of interest, and statement of portfolio liquidity, as required by California law.

Under the policy, employees shall disclose any financial interests as required by the Conflict of
Interest Code for Designated Employees of the State Bar of California and the Conflict of Interest
Code for the State Bar Board of Trustees. All persons authorized to place or approve investments
shall report annually on Form 700 of the California Fair Political Practices Commission all required
economic interests for that year.

CASH RECEIPTS POLICY

The State Bar’s Cash Receipts Policy provides uniform procedures and guidelines for the
collection, custody, reporting, and deposit of cash receipts. The procedures have been established
to encourage an effective administration and internal control of cash handling operations to meet
the State Bar’s objectives: to deposit cash timely, record cash collections accurately and
consistently, and minimize cash delivered directly to State Bar.
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STATE BAR OPERATIONS BUDGET DETAIL
This section provides a detailed description of each operating area of the State Bar of California.
The profiles include:

Overview

Division or Office objectives

Organizational structure

2019 accomplishments

2020 objectives

Adopted budget expenditures by cost type*
Staffing requirements

OPERATING AREA PROFILES

The table below provides a summary comparison of the 2019 budget to the 2020 budget by
operating area. Additional information on each operating area is provided in the operating detail
that follows.

Bar Expenses by Operating Area

2019 2020

Expenses Budget Budget

Executive Director 51,654,600 $1,944,150
Chief Trial Counsel 53,074,400 63,309,621
State Bar Court 12,777,800 13,690,010
Programs 32,900 348,689
Access & Inclusion 67,610,900 103,572,910
Admissions 23,860,900 24,559,273
Attorney Regulation and Consumer Resources 6,115,200 5,536,872
Professional Support & Client Security 12,179,600 20,505,227
Professional Competence 3,804,800 3,320,897
General Services 10,050,300 10,411,354
Human Resources 2,242,000 2,433,281
Information Technology 11,841,400 16,993,475
Finance 3,574,000 3,358,074
General Counsel 4,649,000 4,929,394
Mission Advancement and Accountability 4,427,800 4,973,735
Non-Departmental (31,089,100) (37,080,298)
Total Expenses $186,806,500 $242,806,664

32



OFFICE OF THE EXECUTIVE DIRECTOR

OVERVIEW

The Office of the Executive Director (OED) is responsible for ensuring that the State Bar achieves
the goals and objectives outlined in the Bar’s Strategic Plan; the OED is responsible for supporting
the Board of Trustees and overseeing State Bar staff to this end.

The OED provides support and direction regarding personnel administration, budget, facilities,
and all other management related matters. In its leadership role, the OED establishes and
effectuates operational and programmatic oversight. The OED establishes Bar-wide operating
policies and procedures and communicates and reinforces those policies and procedures with all
staff. The OED leads the State Bar’s efforts to ensure accountability for the use of resources and
compliance with mandates, statutes, rules, and other requirements.

Office Objectives
e Ensure that the State Bar achieves the goals and objectives outlined in its Strategic Plan.
e Ensure that the State Bar is an accountable and transparent organization.
e Ensure the responsible use of funds.

Organizational Chart

BOARD OF TRUSTEES

RECRUITMENT & . ST rb\ |.|'i'|lf
RETENTION iy EXECUTIVE DIRECTOR | COMMUNICATIONS &

STAKEHOLDER ENGAGEMENT

| ( | MISSION
GENERAL CHIEF TRIAL STATE BAR PROGRAMS FINANCE |ADMINISTRATIVE | | ADVANCEMENT &
COUNSEL COUNSEL COURT DIVISION DIVISION ACCOUNTABILITY
DIVISION

Fiscal Year 2019 Accomplishments
Significant progress on implementation of the Bar’s 2017-2022 Strategic Plan including:

e Approval of a first-in-20 years licensing fee increase to support critical investments in the
State Bar’s discipline system, the Client Security Fund, fair and equitable retiree health for
all staff, and technology and capital improvements.

e Implementation of key governance changes adopted by the Board of Trustees in late
2018 and early 2019 to improve the Board’s oversight of the important work
conducted by the State Bar’s volunteer subentities, including adoption of necessary
rule changes, and to more effectively utilize the expertise of volunteers in the
development of policy.

o Deployment of case management systems to improve and modernize the operations
of the State Bar discipline system and admission system.

e |nstituted a process to refer court-ordered debt, including both discipline costs and
CSF reimbursement of restitution payments, to the Franchise Tax Board for collection
so as to improve the State Bar’s collection of outstanding debt owed.
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e Addition of key objectives related to the State Bar’s mission-driven and statutory
responsibility to increase diversity and inclusion in the legal profession.

Fiscal Year 2020 Projects and Objectives

e Allocate the 2020 licensing fee increase with fidelity to the direction of the Legislature so
as to lay the foundation to support future increases as needed.

e Publish the first annual report card on the diversity in the legal profession.

® Publish the first comprehensive California Justice Gap Study including an analysis of the
impact of law school debt on access to justice, and make recommendations to narrow the
gap.

e Deliver a report of the findings from the California Practice Analysis, identifying the
knowledge, skills, and abilities necessary for entry level attorneys in California, and the
impact of those findings on the content of the California Bar Examination.

e Publish a State Bar annual report

® Publish the Annual Discipline Report.

e Launch a workgroup to develop recommendations on the licensure of paraprofessionals as
a means for increasing access to justice.

e Finalize the work of the Taskforce on Access Through Innovation of Legal Services and
advance responsible regulatory reform.

2020 Budgeted Revenue
Budgeted Revenue for the Executive Director in both the 2020 and 2021 budget years is
generated by the MCLE self-study test.

Table 1: Source of Revenue by Fund

2019 2020 2021
Fund Budget Budget Forecast
General Fund
Other Revenue $120,000 5148,700 $148,700
General Fund Total $120,000 5148,700 $148,700
Total Funds $120,000 $148,700 $148,700

2020 Budget by Expense Category
The Office of Executive Director's total budget for 2020 is $1.9 million. Table 2 provides detailed
and comparative information regarding the Office of Executive Director budgeted 2020 expenses.

Table 2: Expenses

2019 2020 2021

Budget Budget Forecast
Personnel expense $1,012,400 $1,057,443 51,078,592
Services 282,500 315,900 322,218
Supplies and Equipment 40,100 87,397 89,145
Other expense 74,900 274,800 280,296
Indirect Costs 244,700 208,610 212,782
Total Expenses $1,654,600 $1,944,150 $1,983,033
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Personnel
The Office of Executive Director employs 10.9 full-time employees. Table 4 provides prior and
current year staffing information for the Office of Executive Director.

Table 3: Staffing

Positions Salaries
FY 2019 FY 2020 FY 2021 2020 2021
Regular Status Fulltime Employees Budget Budget Forecast Budget Forecast
Executive Director 0.90 0.90 0.90 $240,498 $245,308
Program Supervisor 0.00 1.00 1.00 117,047 119,388
Senior Program Analyst 0.00 0.50 0.50 49,937 50,936
Human Resources Analyst 3.00 5.00 5.00 414,440 422,729
Public Information Officer 0.00 1.00 1.00 77,708 79,262
Program Coordinator 0.75 1.50 1.50 123,106 125,568
Human Resources Specialist 3.00 1.00 1.00 71,883 73,320
Total FTE 7.65 10.90 10.90 $1,094,619 $1,116,511

OFFICE OF STRATEGIC COMMUNICATIONS AND STAKEHOLDER ENGAGEMENT

OVERVIEW

The Office of Strategic Communications and Stakeholder Engagement is responsible for ensuring
that the general public, oversight bodies such as the Legislature and Supreme Court, and all key
audiences and stakeholders—including attorney licensees, legal services partners, law school
deans, and applicants—are informed about the agency’s public protection role and know how to
access the State Bar's services and resources. The office supports key strategic plan objectives and
initiatives, including efforts to increase diversity and inclusion in the legal profession, improve
access to legal services, and expand outreach to vulnerable populations regarding the
unauthorized practice of law (UPL). The office also provides consumer legal information and
supports all key functions of the agency through online content, social media promotion,
publications, and media and public outreach. The office responds to media and public inquiries
and produces consumer pamphlets, fact sheets, data briefs, news releases, and several e-
newsletters, as well as video and digital publications.

Organizational Chart
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Fiscal Year 2019 Accomplishments

Developed and executed an annual strategic communications plan to deliver integrated
communication/outreach efforts on all key strategic objectives.

Substantially broadened outreach on immigration fraud and UPL. Developed multilingual
online and print consumer resources, shared these with partners through innovative print-
on-demand portal, and published lists of immigration legal aid providers by county.
Supported the State Bar’s efforts to increase diversity in the legal profession by developing
communications materials, including presentations and a new series of diversity Bar Briefs.
Developed quarterly email newsletter for law school deans.

Improved discipline content on website.

Increased social media engagement by diversifying content.

Supported launch of the State Bar Court online docket with communications plan, user
guides, and web design.

Developed and distributed fact sheets on key strategic initiatives.

Executed innovative social media video campaign to create awareness and promote

participation in California Attorney Practice Analysis survey.

Fiscal Year 2020 Objectives

Further expand UPL outreach through PSA radio campaign or other means and social
media placements for Spanish-speakers.

Finalize revamp of consumer information pamphlets; make available in multiple languages.
Make targeted usability improvements to highly used sections of the website, including
consumer information, discipline content, attorney profiles, and news.

Support key 2020 initiatives including California Justice Gap Study, State Bar Annual
Report, Diversity Report Card, Task Force on Access Through Innovation of Legal Services,
and bar exam studies.

OFFICE OF RECRUITMENT AND RETENTION

OVERVIEW

The Office of Recruitment and Retention manages the recruitment, hiring, and onboarding of all
new staff members as well as temporary workers; offers classroom and online training in a variety
of topics; delivers staff, manager and team consultation; and designs and manages programs and
services to foster the continued professional development, well-being, and retention of State Bar

staff.

Organizational Chart
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FISCAL YEAR 2019 ACCOMPLISHMENTS

Created a Paralegal Certificate Pilot Program.

Implemented an Employee Wellness Program.

Streamlined the job application process for internal and external applicants.
Conducted multirater assessments and Emotional Quotient training for supervisors and
managers.

FISCAL YEAR 2020 PROJECTS AND INITIATIVES

Implement automation of the recruitment process, making full use of the new Oracle
Fusion system (Recruitment and Onboarding modules).

Develop and implement inclusion and diversity-oriented recruitment and advancement
principles.

Develop and implement a State Bar Talent Acquisition & Management Plan, drawing on
best practices from the public and private sectors.

Incorporate career satisfaction and advancement questions into employee engagement
survey.

Develop and implement a Retention Plan to include professional development, career
planning, advancement opportunities, and performance management.

Following the analysis of the Employee Engagement Survey that closed on January 31,
2020, update the Employee Engagement Action plan and begin implementation efforts
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OFFICE OF GENERAL COUNSEL

OVERVIEW

The Office of General Counsel (OGC) functions as the State Bar’s lawyer, and is responsible for
providing legal advice and representation to the State Bar, its Board of Trustees, and all
subentities and programmatic clients.

Office Objectives

To provide legal advice to the State Bar’s Board of Trustees, executive staff, and subentities, and
represent them in trial and appellate administrative proceedings and civil litigation. OGC provides
advice and representation in various practice areas including admissions and discipline,
governance, labor and employment, intellectual property, contracts, bankruptcy, collections,
professional responsibility and ethics, antitrust, Bagley-Keene Open Meeting Act, California Public
Records Act, legislation, rules, regulation, privacy, public accommodation, and real property. OGC
also administer the Rule 2201 process, and the Complaint Review Unit (CRU), which handles
requests for a “second look” from complainants who have had their matters closed by the Office
of Chief Trial Counsel.

Organizational Chart

BOARD OF TRUSTEES

EXECUTIVE DIRECTOR

GENERAL
COUNSEL

Fiscal Year 2