Q2

pfm

State of Delaware
Office of the State Treasurer

Banking Structure Review Project

Kick-Off Meeting May 2, 2017




@ Banking Structure Review Project

Introductions
Opening Remarks
Executive Summary

Members & Roles

Agenda

i

i

i

C

® Roadmap
® Key Success Factors
® Risks & Bottlenecks
® Group Session

@ Logistics

® Closing Remarks

© PFM 2



@ Banking Structure Review Project

Introductions
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@ Banking Structure Review Project

Executive Summary

Vision » Goals * Scope
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Project Vision

STATE OF DELAWARE BANKING STRUCTURE

Attorney General's Office
Provides iegal adwvice to the Board

Cash Management Policy Board

Provides stotewide oversight and policy

[The Board iz comprised of 9 members: 5 members of the public
appointed by governor, and 4 ex officio State officials_)

-~

!

Office of the

State Treasurer
implements Board policies

CASH MANAGEMENT BANKS
Inciuded in RFP scape of services

e

™\

INVESTMENT BAMKS
Excluged from AFP scope of services

N T

Miscellaneous
Services

Key Bank — Stored WValus
Card

WS5FS5 — ATMSs

MET Bank — Petty Cash and
other basic agency DDAs
WS5F5 Bank — Petty cash and
other basic agency DDAs
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Major Cash
Management Services

PNC Bank — Disbursements
and basic agency DDAS
BNY Mellon — Electronic
collections (including
electronic lockboxes)
Citizens Bank — OTC
collections

Lockbox
Services

PHC Bank —
Unemployment and
traiming tax

JPMorgan Chase —
Corporate franchise tax

Merchant
Services

Bank of America M5 —
Processing

American Express —
Processing

Banking Structure Review Project

Other Banking

Relationships
Not manoged by QST

IPMorgan Chase —
Purchasing card |Div of
Accounting)

MET Bank —
Transportation Trust Fund
{Dept of Transportation)



@ Banking Structure Review Project

Project Goals
® Effective Governance & Strategy
Formulation

@® Excellent Administration &
Performance Management

® Valuable Strategic Partnerships
For Best Practices & Innovation

@ Outstanding Integration of
Providers/Product/ Services Mix

® Greater Utilization of Product &
Services

@® Proactive Forecasting and
Evaluation of Risks
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@ Banking Structure Review Project

Project Scope

Engagement of resources and experience to evaluate

@ Structural Analysis

® Procurement Process and

: : SUCCESS
Potential Implementation
@ Vendor Risk Management 8 G lim Action
Program A © |Strategy
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@ Banking Structure Review Project

Project Members & Roles
OST « CMPB ¢ Banking Task Force « PFM
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@ Banking Structure Review Project

Banking Task Force Role

Support Development of the Mission Statement
and Strategic Goals for Delaware’s Banking Structure

Promote Review

Support Data and Interview Requests
Acquire Holistic View

Validate Findings

Learn About Best Practices/Trends

Review PFM’s Report

Confirm Implementation Validity
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@ Banking Structure Review Project

PFM Asset Management

Purpose Statement: Build « Power « Move « Educate

At PFMAM, asset managers, financial advisors and consultants partner with
clients to transform their world. Our clients have individual needs, and our
tailored advice reflects this. We have the flexibility to support the largest
endeavors any client could contemplate with teams that maintain the
camaraderie, the collaboration, and the creativity that define working with
PFM.

Commitment Diverséity
Curiosity it

Expertise
Insight

Sustainability Resourcefulness

Ingenuity

Your vision, our expertise, together in flight
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@ Banking Structure Review Project

Roadmap

Phases ¢ Deliverables
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@ Banking Structure Review Project

Phases
18 months to success

1 Discovery Haves & Needs 1-2 months

2 Evaluation Analyze and Report | 1-2 months

3 Findings Summarize 1 month

4 Report Recommend 1 month

ol Solicitation Procure 9-13 months
9-13 months

Onboard

¢ J 'mplementatio
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@ Banking Structure Review Project

Discovery

Review multiple aspects of each state organization to gain understanding
Operational efficiency

Unused or underutilized services

Value for fees paid

Fraud prevention and control

Future banking needs

Service delivery approach of each banking partner

Use of banking network

Data integration and efficiency
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@ Banking Structure Review Project

Evaluation
Analyze and report based on what is discovered

Office of the State Treasurer

* Procedures State Agencies & Departments
« Structure _ _ _
| » Collection & Banking Environment
+ Collection and Disbursement
Disbursement Processes . New Technol
Processes : ew fechnology
« Accounting & _
- Cash Movement Reporting » New Service
Requirements Offerings
« Contracts _ .
« Unigue Needs * Pricing
* Vendor Management | Challenges - Regulatory
* Risk Management - Data Security Changes
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@ Banking Structure Review Project

Findings

Contrast what the state does with industry trends and best practices to find value

@ Identify our value preposition @ |dentify unnecessary services that

: : : can be eliminated
@ |dentify areas in need of improvement

by major and minor upgrades ® Pricing/Costs
® Compare current systems/procedures » Determine where earnings on
with best practices cash or sweep balances could be
improved

@ |dentify areas where the adoption of
new technologies or additional services  « Calculate current “market” price

could be beneficial for services

® Estimated “value add” through system  Calculation of potential cost
enhancements and improved savings through RFP
efficiencies
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@ Banking Structure Review Project

Report

Transform the findings into building blocks for improvement

® PFM will seek input from the Task

Force before the Report is finalized.

* st on ek eposks can e i 40 fros: ) s ockars o ) armings credis Caed o
dotors” The inkeres rate an vary considerably

® PFM'’s role is to determine if the e e
current banking structure is optimal e e, s

given the State’s current and future

needs.

@ To the extent improvement areas can .
be identified, PFM will present a %%ﬁ%ﬁmmmwnmmﬁx
detailed assessment and —
recommendations about how the B —————
system can be enhanced. i ——— =

© PFM 17



@ Banking Structure Review Project

Solicitation

Seek qualified business partners to support achievement of goals

@ Initial RFP: Use information from Discovery Meetings to prepare initial RFP
draft

® Finalize RFP: Collaborate with Task Force to finalize document
® RFP Management: Assist in circulating RFP to potential vendors

® Evaluation: PFM will review and evaluate proposal responses and serve as a
technical resource to the Evaluation Committee

@® Selection: PFM will participate and advocate for the interests of the State
Agencies and Individual Users

@® Negotiation: Negotiate pricing and terms and conditions with selected
vendors
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Solicitation

Banking Structure Review Project

Seek qualified business partners to support achievement of goals

PFMAM Database of Bank Pricing

® General market pricing
@ Bank specific pricing &
$0.20
® Regional pricing $0.18
S ; $0.16
® Product pricing, including new s
services g
@ 5012
® Pricing by account size % sun
[
=]
; 3 ~  $0.08 -
® Negotiated prices &
o $0.06 -
2
o $0.04 -
$0.02 -
$0.00

PFM Database - All Banks
ACH Consumer Credits Per Item Pricing
» -
0‘ &
e e ¢ . + - Competitive Bid (Any Bank / Client Bank)
TE—me—8—+— | B ¥ Existing Relationship (Any Bank / Clisnt Bank)
° [ s
e —w—uwws——a—L_AcualCllent Fee
EE = me ==
e =111
. sem oam * -
R = = s = Y
. o = zm =
e * ¢+ e+ 8 — —
Hoa meme g e 2w . .
——E- e r -—-.—'——o—o—fo» .
CleepexX @ > *n = - * .0 * L ] &
—o 3 - Be
o B PR ol t* o tE, ¥ * a
- e+ eo—pa—t —l—‘—( — v > ry
*T s B .o 4 .
$50,000 $100,000 $150,000 $200.000 $250,000 $300,000 $350,000 $400,000

Size of Banking Relationship
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@ Banking Structure Review Project

Implementation

Onboard qualified business partners to support achievement of goals

For this Phase, the Office of the State Treasurer will:
@® Provide a thorough strategy for transition and implementation of services
® Document all implementation work plan(s)

® Ensure each participant has appropriate “ownership”

® Monitor the transition progress

@® Ensure constant, effective communication

@ Continually evaluate priorities and resource allocation

Should PFM be retained for this Phase, the team will provide technical advise
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@ Banking Structure Review Project

Key Success Factors

Benefits from Project Success
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@ Banking Structure Review Project

Benefits Realized by Other Clients
— T

* Implementation of best practices

* Improved earnings on cash balances

* Reduced deposit float

Administrative Benefits

* Implementation of best practices

* Identification of inefficiencies, costly processes and control problems in the treasury
operation

* Integration with General Ledger systems
* Faster implementation of new bank services and technologies

End User Benefits

* Implementation of new banking technologies

* Enhanced accounts payable processing

» Conversion from paper to electronic methods payments

* Better service to constituents without the need to add staff
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@ Banking Structure Review Project

Risks & Bottlenecks
Risks « Mitigation
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@ Banking Structure Review Project

Risks & Mitigation

Banking Task Force

@ Lack of alignment between the Project
and strategic goals

@ Unrealistic Project expectations
® Absence of Executive support Office of the State Treasurer
@ I[nsufficient Project team skills

® Inadequate resource availability

PFM Asset Management

© PFM 24



@ Banking Structure Review Project

Group Session
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@ Banking Structure Review Project

Logistics
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@ Banking Structure Review Project

Discovery Meetings (May 22 — 24, 2017)

@ Overview of banking relationship(s)

Through this work, PFM will

® Sources & uses of funds learn about the operation of
_ _ each Agency and gain an
® Collection locations & acceptable understanding of how
payment options banking services are used to
_ _ meet the organizations’
@® Transportation of deposits mission. We will also work
@ Currency and coin requirements ha.lrd D USRS U
banking arrangements are set
@® Accounting system interface up the way they are.
@® Reporting and reconciliation
® New services or enhancements
@® Service issues
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@ Banking Structure Review Project

May 22, 2017 PFM Team 1 PFM Team 2

1:30 p.m. — 3:15 p.m. Office of State Treasurer
3:30-5:00 p.m. Division of Corporations Department. o
Transportation
Ten tative May 23, 2017 Dover
May 22 — 24 9:00 — 9:50 a.m. Dept. of Agriculture Division of Parks and
Meetin g 10:00 — 10:50 a.m. Dept. of Correction SN
Schedule Dept. of Services for
11:00 — 12:00 p.m. Children, Youth, and their DNREC
Families
1:15 p.m. - 3:00 p.m. Division of Accounting
3:15p.m.-4:30 p.m. Dept. of Technology & Information
4:30 p.m. —-5:00 p.m. Office of State Treasurer
May 24, 2017 Wilmington
9:00 — 11:00 a.m. Division of Revenue
12:45 - 2:00 p.m. Courts, Admin. Office Dept. of Hea_lth & Social
Services
2:30 —3:45 p.m. Dept. of Labor Public Education

© PFM 28



@ Banking Structure Review Project

Closing Remarks
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