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Deloitte has significant, relevant experience

~

= Stakeholders: Initiated by Republican Governor Pat McCrory
and funded by the Republican led State Legislature.

= Situation: With strained budgets, rising costs, aging
infrastructure, and a global competition for jobs, State
leadership recognized a need to improve the way government
operates and interacts with the growing state population.

= Approach: 656 ideas were initially identified and compiled and
then filtered through a structured process developed and
executed by Deloitte Consulting that enabled focusing on the
ideas that were most relevant to the needs of the State.

= Results: A set of high value opportunities for improvement were
identified totaling approximately $675M+ in identified savings.

Minnesota: $580+ million documented

savings

= Stakeholders: Initiated by Republican Governor Tim Pawlenty,
funded by the State Democratic Legislature and supported by the
State’s business community.

= Situation: With looming fiscal challenges, the goal was to serve the
citizens of Minnesota with improved customer service, strive for the
best quality, and conduct the State’s operations in a more cost-
effective and efficient manner.

= Approach: Minnesota’s executive branch (70+ agencies, boards
and commissions). 200 staff and Deloitte developed a
Transformation Roadmap to guide initiatives in IT, Procurement,
Licensing, Regulation, Budgeting, Grants, etc.

= Results: $580 million in documented contract and material savings.
$1B+ in managed attrition, reorganization, shared services

Oklahoma: Budgeting transformed to

Performance Informed process

= Stakeholders: Initiated by Republican Governor Mary Fallin
and funded by the Republican led State Legislature.

= Situation: Upon her election, Governor Fallin established a
vision to measure performance and create transparency while
streamlining the budget process.

= Approach: The Office of Management & Enterprise Services
(OMES) hired Deloitte Consulting to initiate finance
transformation, automate the CAFR, modernize the budgeting
process, and shift planning from a line item approach to a more
programmatic, performance-informed approach.

= Results: Improved allocation of public resources and a more
efficient budget process which in 2015 identified $300 mil of
redundant funding which was redirected to address a budget
shortfall

Deloitte | Presentation to the State of Wisconsin WI Government Efficiency Commission

Federal Government of Canada: Realized

$5.2 B in savings representing 7% of total
budget

= Stakeholders: Conservative Parliament initiated and funded
with support from Prime Minister appointed Department
Ministers.

= Situation: With recurring federal deficits year after year, the
Parliament initiated the effort to support the return to a balanced
federal budget.

= Approach: 70 departments and agencies with $80 billion (CAD)
of direct program spending. Assessed viability of Department
prepared cost reduction opportunities and developed additional
cost reduction ideas missed by Departments for a holistic set of
opportunities for the Government of Canada.

= Results: Parliament accepted Deloitte assessment

recommendations incorporating them into the FY 2014-15

budget.




The challenge in government efficiency and reform efforts are
typically in three critical areas

Comparing
Diverse ldeas

Developing
Practical
Implementation
MEWE
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Deloitte’s response to support State’s government efficiency and
reform efforts....

Fast Improvements and Targeted Transformation for
Efficiency and Results (FITTER)

» FITTER is Deloitte’s answer to the
challenges associated with traditional
efforts to streamline state government

The FITTER
Idea Bank

Jump-start innovation with
more than 2,000 real-world
improvement ideas

» Based on real-world experience both
identifying and implementing largescale
transformation projects

- Ideas to improve suppart functions

. . . - Ideas to improve infrastructure management
» Assists with cost-effective change and

increases reven ues- while improving reform . |deas to improve case management
and customer service at any scale and program performance

+ Ideas to improve business and citizen service

» FITTER is an empirical, disciplined, results-

focused approach . .
* Ideas to improve collection of revenues

and usage fees

Deloitte | Our presentation to the Texas Comptroller of Public Accounts



FITTER applies a robust set of tools and techniques that support an
eight step process from identifying ideas to implementation plans

Identify Ideas

Finalize lIdeas for Testing
‘ Collect Data '
Test Ideas
Identify
Opportunities
Prioritize Opportunities
evelop Busines
Cases
Present Findings &

Analysis
Implement
Initiatives
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Deloitte’s benchmarking tool compares a State to selected peers to
jump start identifying ideas and opportunities

State Benchmarking Prism (SBP)

SBP’s Spend Module:

* Provides insights into 14 budget categories
such as education, public welfare, insurance
trust expenditure, and health

* Generates 600 metrics such as total education
spend per student, total Medicaid spending per

enrollee, unfunded liability per capita, and
overall health ranking

My State:

Peer State Selector

Selector Criteria Choices: Demographics
Political

Map of currently selected States

SBP’s Revenue Module:

Provides insights into 13 revenue categories via
the Revenue Gap dashboard, an executive level
summary dashboard that calculates revenue
generation as compared to peer states and
identifies strengths and weaknesses of your
revenue model

Consolidates and organizes over 250 metrics into
50 interactive dashboards
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Opportunity Area

Higher Education (Shared Services,
Facilities, Sourcing)

Description

Higher Education costs for States have continued to increase and State Systems have
begun to realize that they need to not only cut costs, but also identify new revenue
streams. Deloitte is working with a number of public and private universities to develop
a target cost reduction and revenue enhancement programs that can provide significant
meaningful results for State systems as well as individual universities.

Net Savings
Potential

12-17% of spend

Government Back Office
Finance/Procurement Shared Services and
Optimization

The Commonwealth of PA, State of Ohio and others have found significant savings
through creating shared service models with new policies and processes to support them.
Cost savings are realized through lower error rates, improved productivity and automation
as well as integration of manual transactions that were previously fragmented. These
projects last anywhere from 6-18 months and yield significant value to the state while
improving their financial management ability.

5-10% without
sourcing

Another 5-15% with
sourcing

HR Transformation

Improvements are common from optimizing the HR service delivery model and
leveraging new technology such as cloud solutions. Additionally, a new way of thinking
about the work environment “Alternative Workforce Strategies” that Deloitte has
supported in the Commercial space is making its way to Federal and State govt. It can
save money, reduce facility costs, and attract more talent based on different working
models.

5-7% of spend

[1] Realization of savings vary depending on the opportunity.
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Opportunity Area Description Net Savings

_ Potential

K-12 Shared Services States recognize that education is one of the most important
foundations for our country’s future as well as its own economic
health. But rising Medicaid and other administrative costs have shifted | 10-15% of

more money from the classroom and quality education programs. administrative
While Federal programs seek to help fill this gap, there are still many spend allocated
areas of opportunity. Deloitte has helped states such as Pennsylvania to schools (this is
and Texas forge new shared services approaches among multiple State savings not
school districts applying its Common Cents methodology that have District)
identified millions of dollar of savings that could then be reinvested
into educational programs while reducing property taxes to create a
better economic environment.

Business Connect Many states have sought to make it easier to do business by reducing
taxes, easing license and regulatory requirements and fees, and Estimated 5% in
creating more constituent-friendly websites. The next step states are savings, improve
embarking on to (1) improve economic development and business business
compliance while (2) reducing back office administrative costs, is a relationships and

stronger integrated business start-up and management system that helps | attraction
Maryland-based businesses self-manage and link with state and local
departments of business and economic development for support and

assistance.

Agency Consolidation As many State Government budgets continue to shrink in an
environment of increasing costs, more governments are assessing their | 5-15%
organizational structures, operating costs, and missions to reduce the depending on
size of government. One way to accomplish this is through agency consolidation
consolidation. Deloitte looks carefully at the organizational structure, level

functions, and mission of a State to identify if certain agencies may
lend themselves to integration that can facilitate better delivery of
constituent services while realizing additional efficiencies and cost
savings.

11l Realization of savings vary depending on the opportunity.
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Opportunity Area Description Net Savings

Potential
5-15% of spend

Many State Governments are looking to new ways to use facilities for additional
revenue sources, reduce facility inventory, and better manage the facilities and leases
that they have. We have worked with many Public Universities and State governments
to help them identify and save significant costs while modernizing their facilities.

Facilities Management Restructuring

Health Care Plans — Both in Corrections | Some states pay significant health care costs for their inmates. All pay significant health | 10-15%
and State Employee Groups care costs for their employee groups. There are opportunities to save significant dollars
with health plan management. We have a health benefits practice in public sector that
can assess the plan structure, costs, and approach to assess if there are areas for
additional improvements and savings.

Corrections Reform As State’s look at their operating budgets, Corrections continues to be a high cost item. | 5-15%
From Supply Chain solutions, facility management innovations, and policy changes to
new technology solutions, States are working to balance cost with safety. Deloitte has
worked with corrections organizations to help them identify cost reduction techniques
and new public-private partnerships to more efficiently manage their corrections
operations.

HHS Service Delivery Model Redesign | Many states deliver their health and human service programs in the traditional siloed 5-20%
approach aligned with federal funding streams. This approach leads to some
redundancy, more burdensome on the client, less effective program outcomes, and more
costly for the State to administer and operate efficiently. New Service Delivery models
are being explored by some states and other countries that significantly lower cost while
improving the customer experience. Deloitte is a leader in HHS Advisory Consulting
services with several nationally recognized leaders as part of its team breaking new
ground for States in this area.
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Opportunity Area

Description

Net Savings
Potential

Finance Transformation

Citizens expect their state government to be wise stewards of taxpayer dollars both in
terms of the level of risk it takes with its investments as well as capital planning, bonds,
and management of federal and local funding relationships. Our finance transformation
practice helps States optimize its approach to financial management in alignment with
government standards. We appreciate the nuances that States face and have helped
states save money through restructuring, reorganizing, and pursuing new partnerships.

5-10%

Additional FITTER Government ldeas
from Deloitte’s Idea Bank

In addition to the opportunities above, Deloitte has a Database of over 2,000 ideas
specific to State Government that can collectively identify short and long term savings
that total in the 100s of millions while supporting a program of sustainability and
efficiency. Our Fast Improvements and Targeted Transformation to Efficiency and
Results (FITTER) approach helps identify, prioritize and establish the reporting for
results program that can lead to lasting cost reduction.

5-10% of
General Fund

FITTER Government Introduction
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Fast Improvements and Targeted Transformation for Efficiency and Results (FITTER) Deloitte.

What is this capability?

Achieving Significant Sustainable Financial and Quality Improvement

Scalable across Enterprise, Agency and Program Areas

A disciplined approach
to identifying realistic

cost savings while
redefining service and

rogram delivery

; With'ever increasing ~

| pressures on state budgets
I'and simultaneous need to

! improve constituent service
) experience and quality,

1 Deloitte’s FITTER for

| Government is the proven

: approach to government

) efficiency and performance
1 improvement that delivers
I implementable results so

! state governments can

) continue to deliver on the

While improving...

Program Performance

Identified

$7B+ in Citizen and Business
budget Service
savings

Efficient use of State

resources

Asset and Inventory
Management

Budget and Finance

Citizen and Business Service
Innovation

Cyber Security

Economic Competitiveness
Grants Management
Human Resources
Information Technology

Infrastructure — Asset,
Facilities and Fleet
Management

Licensing and Permitting

Operating Model
Improvements

Pensions
Performance Analytics

Procurement and Contracting
Management

Program Efficiency and
Effectiveness

Public Private Partnerships
(P3)

Regulatory Administration
Revenue Management
Unemployment Insurance

Worker’s Compensation

Ideation Sessions leverage State
expertise to focus ideas

Over 2,000 Real World Improvement Ideas
to Jumpstart the Process

Critical Success Factors
Supporting the Journey

Accelerates the process to realize
efficiency and effectiveness improvements

collection of
revenues and
usage fees

Ideas to improve
business and citizen
service

Structured half day sessions with State
and Deloitte expertise focused on specific
topic area (e.g., Budget, Pay for Success,
Licensing)

Discuss leading practices and specific
State challenges
Serves to further transition the idea

development process to become State
specific and relevant

C Ors '
+ OQutreach and leadership alignment early in |
the program !

1

*  Executive level sponsorship '
* Bi-partisan strategy - targets sponsors and i
supporters H

1

+  Agency engagement from the start and '
throughoutthe process to improve buy-in ]

1

1

!

1

1

!

+ Development and operationalization of a
Results Management Office (RMO) to provide
long-term sustainability

Governor's Office
Legislators

Agency Heads
Program Administrators
Budget Office

1}
L}
i
Cabinet Heads E
L}
i
L}
3}
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The FITTER Approach

Our 8 step approach identifies ideas and tests opportunities resulting in

Deloitte.

a prioritized set of business cases that align with State, Agency or Program goals.

additional information

opportunities.

|

Collect data / Test Identify _n '
ideas opportunities Inititives Business cases
) underway Ideas Opportunities
Tailor and conduct agency Ideas supported by the identified tested prioritized developed
survey, and request analysis of the data and “Decision Point il Decision Point "Decision Point [ Decision Point
documentation to collect research to form a list of

Present findings
and analysis

All business cases are
incorporated together,
along with a phasing

necessary to test ideas.

plan for
implementation.

Identify Finalize ideas for Prioritize Develop business
Ideas testing ) ) S opportunities cases
Jump Start sessions Ideas are selected for Decision Point. l'm'*[-n’;“ral'l'-- int ll}'i':f'lt".:?'i;m _Decision Point. Prioritize opportunities Develop business cases
using Deloitte’s further investigation Ideas reviewed opportunities "D:a':: Quick Wins based on agreed upon for prioritized
Database supplemented and analysis based on for testing dentified oppzrlunilias identified criteria; backlog lower opportunities to
with ideas from: an initial assessment. ‘ l' T priority opportunities provide detail for
Citizens, Businesses, approval by
State Executives, inali Present stakeholders as
; ' Identify Finalize Collect Identify Prioritize Develop findi im t X
Legislators, Agencies, id ideas for data / rtunitl rtunitl business g PR required.
and other external leas testing Test ideas opportunities opportunities cases and‘ Initiatives
sources. analysis

Implement
initiatives
Initiatives confirmed for
implementation planning
or execution are
monitored against
performance targets

Deloitte’s offering replaces formulaic and scattershot “fight waste” efforts with a defined process that is empirical, disciplined, and actionable.

Tailored _Evaluation Criteria___ ==

Prioritization Rankings Matrix

......................................

i Tailored criteria are developed to

H
1
X 1 ' Opportunities are mapped on a Prioritization Matrix based
Etest ideas based on the goals and i Ly PP
1
1

Eon value and implementation complexity dimensions

[PRgriEzation Matrix
IS
Priority 3:
“Long Term Focus”
Moderate -High

Implementation
Moderate -High Value

objectives of the State

Citizen Impact

Moderate-High
Value
Low-Moderate
Implementation

Financial Benefit

Complexity

>
?" =

- Risk From Inaction

@ Time To Benefit

Implementation Costs

Priority 2:
“Quick Wins”
Low to Moderate Value
Low to Moderate
Implementation

Team Name
Bucget & Fnance

Tools and Frameworks

== m e e e e

EDeIoitte brings a portfolio of scalable tools, frameworks, and future of governmenti

research that allow us to quickly identify opportunities via a combination of

Eleading practices and data analytics.

Government Performance
Map

Deloitte Gov2020 Research

State Benchmarking
Prism

Government Work Activity
Framework

Customizable Survey
Assessment Tool
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