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Presentation Notes
Good afternoon, Director Cade, representatives of the Office of Management and Budget, and members of the public.  

Before I get into the specifics of our Fiscal Year 2023 Budget Submission, I’d first like to recognize the efforts of Director Cade and his budget development team. Fiscal Years 2021 and 2022 unquestionably had their share of ups and downs. In the face of unprecedented challenges – combined with some forward thinking on the part of the State adopting the budget stabilization fund into the forecasting and budget process – we weathered the storm.  

And agencies, like the Office of the State Treasurer, were no different. We fully subscribed to the ‘shared sacrifices’ approach. During those aforementioned fiscal years, our office was conscientious and prudent with the uncertainties raised by the pandemic.

Through our budget requests you will see how my office continues to find ways to modernize our operations, find efficiencies in our work and confront a looming retirement insecurity crisis. I am incredibly confident in the work of our office and excited to share with you some on the initiatives that we have planned for the upcoming fiscal year.
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The following are the items that we will focus on during our presentation. I expect to cover all of this in just a short amount of time.  
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For those that may want to learn more about the work that we do in the Treasurer’s Office, especially those in the public that are listening in, I thought it be helpful to quickly cover our core functions in order to offer some additional context. 
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In front of you is the organizational structure of our office. Like many of our State agencies, it always impresses me with what we can accomplish with a small and diverse team of passionate and dedicated public servants.
 
Since assuming the role as State Treasurer, I've made a commitment to strengthen core operations. This includes the work that is performed by reconciliations and transaction management, a group which handles the reconciliation for all collections and disbursements for the State. 

On the other side we have our operations and fund management team.  This team manages the State’s debt and investment portfolios, merchant services, (the group tasked with making sure agency electronic payment needs are met), along with our team of program support professionals - these are the folks who are helping support various large scale programmatic initiatives.

And then we have our contributions and plan management team, who administer the State’s supplemental retirement plans for State Employees and Educators, the college savings plan and the ABLE plan. We also have a policy and engagement team tasked with external engagement, such as Board participations and outreach, as well as policy cultivation.
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Heading into the new calendar year, our key policy priorities remain focused on the operational commitments that define our office - including our continued support of State agencies, financial security for our residents, helping facilitate Delaware’s financial responsibilities related to the CARES Act and American Rescue Plan and strong fiscal stewardship of the State’s investments and assets. 

With that in mind, I thought it was important to celebrate some of our office’s accomplishments over the last year. 



FY2022 Highlights

mmm SUpporting State Agencies

e Efficiencies and Enhanced Security in
Agency Transactional Experiences

e Completion of General Banking Project
(GEAR)

e Digital Government Implementation

Fiscal Stewardship

e DEFAC Support

e Stable Return on Reserve, Liquidity, and
Endowment Funds

e AAA(3) Bond Rating Reaffirmed

e Accurate and Timely Reconciliation of 57
State Accounts

mmm Helping Delawareans Save

e Education (529) Savings Plan - Bronze
Rating Reaffirmed

e Growth in Assets under Management for
529, ABLE, and Deferred Comp Programs
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CARES/ARPA/Coronavirus

e CARES/ARPA Act Fund Management
e |ncreased Liquidity Balance

e Quick access to surplus cash to support
COVID financial response
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First, with respect to supporting our fellow state agencies: 
Significant credit goes to our Reconciliations and Transaction Management and Operations and Fund Management teams…

We finalized the transition of the State’s general collection and disbursement accounts to JPMC and completed the transition of the pre-paid debit card program for impacted agencies to U.S. Bank.  In addition, we are currently working on transitioning over 300 agency over-the-counter banking accounts to a more robust banking network available through M&T, Citizens and TD Banks.  To date we are engaged in, or have already transitioned, roughly half of these accounts. 

In 2020 we launched the digital government initiative to improve our payment security and infrastructure in a partnership with DTI and the Department of State. Improving the State’s digital government services include a robust set of payment tools in addition to a single sign-on interface in which residents and visitors will interact with the State through a centralized portal hosted on delaware.gov.  In August, the State recommended that the payment components be awarded to Fiserv as the new vendor, while the provider for a single sign-on portal remains under review.  It is anticipated that this set of services will yield efficiencies in online identity management, customer service, transaction processing, data security and overall user experience for Delaware’s residents and visitors.

Second, we continue to focus on helping Delawareans save:
Our Contributions and Plan Management team worked diligently to enhance the viability of our 529 education savings, ABLE and deferred compensation programs. 

With respect to the 529, Morningstar's annual ranking of our plan was reaffirmed at the bronze level - specifically commenting on the Plans Management Board and our office’s improved oversight of the plan since its transition to our office in 2016.  The education savings plan continues to grow with nearly 23,000 participants and approximately 767 million in assets under management. 

With respect to our 457/403b deferred compensation plans, our office, through the actions of the Plans Management Board, continue to grow and strengthen the retirement resources for state employees with nearly 33,000 participants and close to 1.5 billion in assets under management. 

With respect to our newest plan, ABLE, we reached the 150-account milestone in FY 22 with over 1.5 million in assets under management.  This program ensures that Delawareans with disabilities can save without compromising much needed public services such as Medicaid. 

Third, fiscal stewardship continues to be a core commitment for our office:
In partnership with the State’s Cash Management Policy Board and our Operations and Fund Management Team, we continue to preserve the State’s cash flows and investments while yielding stable returns on liquidity, reserve and endowment funds.  

Under the guidance of the Board, we also continue to successfully navigate an unpredictable fiscal climate with success to best support our residents, visitors and business partners.  

It is also worth noting that during the height of the COVID-19 pandemic with financial instability throughout the State, our Reconciliations and Transaction Management team maintained their responsibility of fiscal stewardship to the residents within the State of Delaware by performing timely reconciliations for over 57 statewide accounts.  The performance of these timely statewide reconciliations allotted for an opportunity for our staff to properly identify and correct issues within our financial processes and systems consistently.  In addition to the performance of timely account reconciliations, these controls reduced fraudulent activity and financial statement errors resulting from manual processes.

Last, the Office of the State Treasurer assumed responsibility for accepting CARES and American Rescue Plan Act funding from the feds and making sure there are timely refunds to state agencies who are appropriately expending these funds.

In addition, under ARPA, on June 1, 2021, we received the first tranche of $43.96 million in funding for fifty-five municipalities throughout the state of Delaware.  

Treasury responded by using business process mapping to establish the path by which municipalities would verify their allotted amounts with us, register to receive, and obtain payments. The process that was generated was shared with multiple state and federal partners to clearly demonstrate how the funds would be disseminated.  

In addition, in order to provide a layer of transparency available to the public, we built a dashboard to display data on the distributions to municipalities, as well as a resource page to guide municipalities to credible resources that will assist them in the reporting on the use of their funds.  The second tranche of $43.96 million in funding under ARPA is anticipated in the Spring of 2022.   

Our office firmly believes that impactful government programs can happen when our federal, state and local partners work together in unison to improve service delivery.  

The foundation that has been set by our talented and dedicated team only serves to set a vision for the future, in which I will now turn our attention to our FY2023 budget requests…
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Serving as the State Treasurer has been a great privilege. In this role, I've come to fully appreciate, and responsibly react to, the ebbs and flows of economic conditions, and their influences on our budgeting practices.

Since the outset of the pandemic, my office has not proposed any extraordinary budgetary requests other than our salary/OEC contingency as provided by OMB.

To further assist the State – whether it is providing financial wellness and economic empowerment programs for State Employees and Delawareans, collaborating with our fellow state agencies on their accounting and transactional needs, or simply to continue to provide the world-class financial services that is expected of any chief financial officer – our FY 2023 budget request includes a few modest, yet vital, enhancements to the Office of the State Treasurer that I hope will be given serious consideration as the Administration organizes and prioritizes it's FY 2023 operating budget.
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FY23 OST Budget Requests — Delaware EARNS

CONTRIBUTIONS AND PLAN MANAGEMENT
e 1.0 FTE Program Director, PG 20, with Personnel Costs, including other employment costs, for 10
months at $82,313

 Contractual funds for legal, investment, and marketing consulting services ($300.0, GF) to support the
establishment and development of the Delaware Expanding Access for Retirement and Necessary

Savings (“EARNS”) program
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One priority that has gained overwhelming support from the public and legislature has been our efforts behind an innovative retirement savings program called Delaware EARNS. Legislatively known as House Bill 205, the Delaware EARNS program would provide a state-facilitated retirement program for small businesses and their employees throughout Delaware.   

Our initial budget door opener is for a program manager position to be created to help develop, facilitate and promote the new program, should the General Assembly pass House Bill 205 and the Governor sign it into law. 

Additionally, you will see a complimentary budget request of $300,000 to further assist in the successful implementation and launch of Delaware EARNS. This funding includes $150,000 to contract with a program consultant to advise and manage the State and the EARNS Program, $100,000 for education, marketing and outreach to employers and their employees and $50,000 for legal services. 

These are considered one-time requests until the program will be fully operational in 2025. Like our deferred compensation and college savings plans, our Office would then rely on administrative fees as a source of revenue to support the program, thus becoming self-sustaining over time. 

Per the legislation, it's worth noting that the State is empowered to create or enter into a consortium or partnership with another state Auto-IRA program, which may result in the reduction of State expenditures needed to fully implement the program. We’ve already been in exploratory talks with both Maryland and Colorado on these efforts. 

Should the legislation not be signed into law, or another funding vehicle be identified, this request would be withdrawn by the Office of the State Treasurer until such time that legislation may be passed.   
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FY23 OST Budget Requests — System Modernization

RECONCILIATIONS AND TRANSACTION MANAGEMENT

* $80.0 for a one-time budgetary increase under appropriation 09509 (Contractual) for the replacement
of the State’s existing account reconciliation and analysis software system.

* $100.0 for a one-time budgetary increase under appropriation 09509 (Contractual) for the
implementation and upgrade of the State’s check imaging and printing software.

OPERATIONS AND FUND MANAGEMENT

* $100.0 for a one-time budgetary increase under appropriation 60912 (Banking Services) for the
implementation of automated cash and investment management software services.
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Our budget requests surrounding one-time modernization of systems are aligned with the State’s Digital Government project.  This is an interagency initiative in partnership with DTI, DOS, DOF and DELDOT that will offer secure and fully integrated payment channels through an integrated resident and visitor portal for customers of the state.  

The following requests will help us realize the goals set forth by the Digital Government initiative. 

Within our RTM team...

The Office of the State Treasurer is requesting a one-time budgetary increase of $80,000 under appropriation 09509 (Contractual) for the replacement of the State’s existing account reconciliation and analysis software system. This service was obtained under an approved business case and RFP process for digital government services. I’ll note that I am in support of any DTI budgetary requests associated with the State's Digital Government project. 

Additionally, we are requesting a one-time budgetary increase of $100,000 under appropriation 60912 (Banking Services) for the implementation of automated cash and investment management software services. This request has been reduced from $450,000 since it was first submitted as a door opener to potentially accommodate additional requests noted within this proposal. 

Within our OFM team...

The Office of the State Treasurer is requesting a one-time budgetary increase of $100,000 under appropriation 09509 (Contractual) for the implementation and upgrade of the State’s check imaging and printing software.
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FY23 OST Budget Requests — FTE Support Roles

ADMINISTRATION

» $78.4 for an additional merit FTE (Paygrade 18) to support business process mapping, the application of
lean management techniques, including the overall development of new product and system testing for
financial services enhancements.

RECONCILIATIONS AND TRANSACTION MANAGEMENT

* $40.0 for an additional merit FTE (Paygrade 8) to provide ongoing support to the State’s check
processing, reconciliation, and other accounting functions with the Reconciliation and Transaction
Management division.

OPERATIONS AND FUND MANAGEMENT

* $89.0 for an additional merit FTE (Paygrade 20) to provide ongoing support to the State’s debt,
investment, cash, and merchant systems functions with the Operations and Fund Management (OFM)
division.
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We also have various needs in support roles to help our office deliver world-class service. They include:

An additional merit FTE to support business process mapping, the application of lean management techniques, including the overall development of new product and system testing for financial services enhancements. 
With several financial systems in need of replacement or upgrade, this position would act directly as the administrative liaison between the operating divisions, IT staff, and the chief operating officer. With this position engaged in the development of process and system upgrades, over time, Treasury should become less reliant on manual processes, be able to obtain efficiencies, and increase service effectiveness. This position is in direct alignment with the Government Efficiency and Accountability Review Board’s focus on continuous process improvement within State of Delaware government. 

An additional merit FTE to provide ongoing support to the State’s check processing, reconciliation, and other accounting functions with the Reconciliation and Transaction Management division. 
Though the division has outsourced some check printing functions to JP Morgan Chase over the past year, it remains necessary to provide local resources to issue payments to state employees and our vendors as needed. This also allows for local redundancy and continuity of operations in the event of an emergency. 

An additional merit FTE to provide ongoing support to the State’s debt, investment, cash, and merchant systems functions with the Operations and Fund Management division. 
Over the prior two fiscal years, Treasury established a new section within the OFM division, focused on merchant services. This section oversees the implementation of payment systems for state agencies involving the use of credit, debit, and ACH transactions. The services of this section are utilized by over 160 merchant environments across the State of Delaware, including the ongoing maintenance, service support, and data security of these environments. This position would provide necessary support to this section in addition to allowing for additional internal controls surrounding the oversight of the State’s investments, debt, and cash flow management (liquidity) processes.
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FY23 OST Budget Request — Local Government Support

ADMINISTRATION

* .50 merit FTE (Paygrade 20, 45.0, ASF) to explore and implement a program to
support Delaware Local Government Investments.

* The Local Government Investment Pool (LGIP) is an investment mechanism authorized by the
Legislature and originally signed into law in 1992, to provide local governments an

opportunity to acquire maximum returns on investments by pooling available funds with
funds from other political subdivisions.

e Authorizing Statute: Title 27, §2718 of Delaware Code

e LGIP exists in many parts of the United States as a way for government entities to work

together to achieve efficiencies of scale.
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The Office of the State Treasurer is requesting an additional .50 merit FTE (Paygrade 20, 45.0, ASF) to explore, design and implement the re-establishment of a State of Delaware Local Government Investment Program. 

A formal Local Government Investment Pool, or LGIP, existed for many years in Delaware before it was dissolved in the early 2000s without the support of sufficient municipalities to fund the program. In recent years, multiple small towns and municipalities have approached our office about exploring the possibility of pooling investment resources to maximize collective yield/minimize costs, including the potential to extend investment strategies surrounding the State’s deferred compensation program to municipalities. This part-time position would allow us to develop and potentially re-establish such a program, which would become self-funded over time through administrative fees on the investments.
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This brings us to the conclusion of our FY23 budget presentation. 
 
I’ll close by saying – the State of Delaware needs us now more than ever. We have proven time and time again that we can deliver world-class services to State Agencies and Delawareans alike. That we can think outside of the box and realize efficiencies and take advantage of gains in technology that can make Delaware not only work better – but smarter. 

And I have my team to thank. I believe we’ve assembled one of the most dynamic and diverse teams in the entire State. They work tirelessly to make sure our key priorities remain focused, including but certainly not limited to, financial security and readiness for our residents and employees and strong fiscal stewardship of the State’s investments and assets. I could not be prouder.  

Coming out of the pandemic and a tumultuous 18-plus months, Delawareans will be relying on their State Government even more for direction - for confidence - and for help. Whether it’s helping them rethink their retirement readiness or just making sure their pension or foster care payments are made on time. Our budget requests demonstrate that we will deliver on that promise.   

Our constituents also demand that we put their taxpaying dollars to good use and find efficiencies in government. Our budget requests represent those feelings.  

We stand ready to serve. On behalf of my entire team, thank you for your thoughtful considerations. We look forward to your feedback and working together to provide financial wellness and economic empowerment programs for State Employees and Delawareans.

We welcome any comments and questions at this time.  Thank you.
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