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1 Recommended Funding Options

The Financial and Cash Management Task Force (Task Force) must evaluate funding
approaches to equitably distribute common accounting infrastructure costs across all
participating users in the Strategic Plan, pursuant to Section 17.0315, Florida Statutes.
The Task Force will outline approaches for funding both the implementation and on-
going maintenance of a new financial and cash management system. However, there is
no intent to provide estimated costs associated with a new syste t is the Task Force’s
intent that the enterprise governance structure be esta ed with the focus on
standardizing enterprise business processes before makin isions on the appropriate

1.1 Funding Background for State

Infrastructure

The State’s accounting infrastructure is current

Information Resource (FLAIR) and the Cash Mana Subsystem (CMS). The State
operates several central services through these system t benefit many state agencies.
The FLAIR system supports the acca nagement functions for the
State’s Chief Financial Officer which inc ceipt and disbursement
of funds, payroll processing, and th C ing information for the State’s
Comprehensive Annual FlnanC|aI Report. ¢ orts the functions of the State
Treasury, which include i ent of state disbursements, and

the investment of availa i - prlsed of 16 appllcatlons that faC|I|tate the
Treasury’s functio
state operations are ce
services.

1.1.
Th ~ ] system include hardware, software, maintenance,
and perso i ation technology support. FLAIR is currently funded by the

General Reve ich accounts for a large portion of the central services
provided for the Sta cost for funding the FLAIR system is $12,062,802 for fiscal
year 2008-2009.

Revenue for the General Revenue Fund is derived from taxes, charges and miscellaneous
income obtained from the state and local level. State revenues are deposited into the
General Revenue Fund unless they are required by statute or constitutional provision to
be deposited in another specifically named fund. Approximately 42% of all taxes,
licenses, fees, and other operating receipts are deposited into the General Revenue Fund.
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1.1.2 Funding for CMS

The cost components for CMS include hardware, software, maintenance, and personnel
for information technology support. CMS is currently funded by the Treasury
Administrative and Investment Trust Fund. The cost for funding CMS is $452,361 for
fiscal year 2008 — 20009.

Revenues for this trust fund are generated from the administrative fees charged to
investment participants in the Treasury Investment Pool. The f Financial Officer is
allowed to use the monies in the Treasury Administrative a ent Trust Fund to
defray the expense of his or her office in the discharge of inistrative and investment
powers and duties prescribed in this section and ch statutes, pursuant to
Section 17.61(4) Florida Statutes.

1.1.3 Funding for Project Aspire

A business case study was prepared by K e State’s
Florida Financial Management Information Syste .~KPMG recommended the
State use a best of breed approach for the replaceme financial, human resource, and
purchasing systems with an estima ,267,800! for a five year
implementation plan. In 2001, KPMG p for the replacement of
i estimated cost totaling

a revised seven year financing plan based on vendor
Department’s Invitation to Negotiate (ITN). The new plan

costs represented approximately $48 million of the overall
funding for the pro The remaining $32 million would be used to cover software,

hardware, and over

! Modernization of State Government Financial Management Business Practices Study for the State of
Florida, Final Report February 15, 2000, Appendix D, page D16-D17, prepared by KPMG

2 Florida Department of Banking and Finance, FLAIR Replacement Report — Final March 8, 2001, page 18,
prepared by KPMG
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A master equipment financing agreement was executed in October 2003. The project
requested a total of seven draws between October 2003 and June 2006 totaling
$71,219,824. The loan payments were paid through the appropriations received from
either the General Revenue Fund or the Insurance Regulatory Trust Fund.

1.2 Funding Options

It is important to examine funding options that will support both the implementation of a
new system and the on-going maintenance/support for the s Funding options
related to implementation costs are the bigger challenge due igh dollars estimated to
be spent in the first few years, typically $80 to $100 mi Establishing a reliable
funding source for implementation is critical to the pr ess. Implementation
costs include, but are not limited to, initial hardware chases, contractual

and annual ware and
. will look

ifically exempted within Section 215.22, Florida
ould need to be higher in order to cover the initial

In order to utilize nding option, the State would need to acquire the cash to cover
implementation costs upfront. This could be accomplished through the establishment of
a credit line with a financial institution or through a lease-purchase arrangement with the
vendor, which supports the recovery of these costs. Once the cash flow is sufficient in
the General Revenue Fund based on the GRSC increase, the credit line or lease-purchase

arrangement could be satisfied.
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Implementation Costs

Fund Type General Revenue Fund

Revenue Source GRSC Increase Temporarily

Operational Costs

Fund Type General Revenue Fund

Revenue Source GRSC Increase Pe

There are some concerns with this funding option:
e many of the trust funds have been exempted fr ice charge resulting in

an inequitable structure for cost sharing

e state agencies that are funded primaril Revenue Fund
would not share in the costs

government services. However, it is nc
to the number of trust fund exemptions
on the General Revenue Fund.

1.2.2 Funding Og f2 — Internal [ rust Fund

Generally accepted & inciples def
fund established to fina o0
other governmen i

e assess a flat fee to state agencies

To cover the ongoing operational costs, state agencies would be assessed a fee based on
their usage of the system. This assessment could be based on the transactions initiated by
each agency or by a percentage of the disbursements processed for each agency through
the replacement system.
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Implementation Costs

Fund Type Internal Service Trust Fund

Revenue Source — Option #1 Transfer from General Revenue Fund
(requires increase to GRSC)

Revenue Source — Option #2 Flat assessment to all agencies

Operational Costs

Fund Type

Revenue Source

There are some concerns with this funding option:
e aclear methodology has not been establis

e state agencies would need an appropriati
service trust fund

e alaw has not been enacted to enforce the ¢

This funding option would require
law changes to support the cost shari
provide a more equitable approach than

It is the inteni < Force that the enterprise governance structure be established
with the foc g g enterprise business processes before making decisions on

itional considerations that should be included in the decision to
for the replacement system.

system. There are
select a funding optia

1.3.1 Statewide Cost Allocation Plan

The Statewide Cost Allocation Plan (SWCAP) is the mechanism by which the State
identifies, summarizes, and allocates indirect costs in a logical and systematic manner.
The SWCAP includes financial and billing rate information for central services directly
charged to agencies or programs, in addition to other indirect costs incurred by agencies.
A SWCAP is required for the State to obtain reimbursement from the federal
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government, when allowed under the terms of an award, for the costs of central support
services provided to operating departments.

The State would experience an impact to the SWCAP if a funding approach is chosen
that assesses a user fee to state agencies for the replacement system. Ultimately, state
agencies would seek to recover these fees through charging the federal government and
thus impact the reimbursement the State currently receives for the administration of
centralized services. A detailed analysis would need to be conducted to ensure that the
funding approach that is to be selected would not result in a c le reduction to the
federal reimbursement received by the State for SWCAP.

1.3.2 Federal Grant Funds

Another point of consideration would be the possi ini eral grant funds
to cover some of the implementation costs
government offers many grants in the publi
technology. A new financial management syste
and enhance financial reporting. This would bette ition the Enterprise to produce
more detailed reports to the federal ¢ Iready awarded to the State,
as well as other state or federal mandat

The Department of Homeland Security, nistration, and Department
of Justice are some of provide grants that support
improvements to informa in thei icable program areas.

les that can not support these changes within their
est additional funding from the Legislature. The State
modate these requests at the same time it is providing
additional fund implementation of the replacement system. The challenge has
stages of the imple ation of the replacement system.
During Project Aspire, the State appropriated funds for agency business system
remediation and established procedures for the State’s Chief Information Officers
Council to review and recommend approval of funding requests submitted by Agencies.

A similar process could be established when proceeding with the implementation of a
replacement financial and cash management systems.

Page 8 of 9




Financial and Cash Management Task Force
Recommended Funding Options

1.4 Task Force Funding Recommendation

The Task Force recommends funding option 2, the Internal Service Trust Fund, as the
most viable funding structure for the replacement system. It was important for all options
to be discussed and considered among the members in order to evaluate which option
would meet the needs of the State. Funding option 2 appears to be the most equitable
funding option since all agencies share in the cost of the replacement system.
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