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Top Concerns for Todayodos Treasury

Driving efficiency from internal cash
management processes

Access to capital

Improving working capital

Economy

Accurate cash flow forecasting

Expansion of treasurero
Cash concentration
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Current Payments Landscape

Recovery from financial crisis has raised
concern to paying back debt and
maintaining cash

Companies faced with tighter control of the
payments process

Integrating payments has risen to the
forefront of the industry

Continued transition to electronic
payments

Risk management focus




Back-to-Basics: Controlling Payments

Tighter Control of the Payments Process

u Use Controlled Disbursement
u Go electronic i improve efficiency

u Consider outsourcing

u Implement fraud controls

u Take advantage of vendor discounts
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Examining the Internal Process

a The demand on treasury to take on a more
strategic role in an organization has
Increased dramatically

= Determine corporate goals
= Determine how to meet these goals

= Facing challenges

a Payments are not the
core function of their
business
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Payment Options

Different options available to meet the needs of your business:

Consolidate
Payment Files Checks

OPTIONS

Moving Electronic Payment and
Payments Effectively Purchase Cards

AUtilizing Treasury work
stations / ERP systems
ACentralized AP processing*
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*Aproil 2010 AFP Payments fAB2B AP Best Practicesbo




Outsourcing Treasury Functions

o What is Outsourcing

a History of Outsourcing
Introduction of lockbox
Evolution

o Results of Outsourcing
Alignment of goals
Streamlined processes
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Outsourcing Treasury Functions

OUTSOURCED PAYABLES

A cash management service that automates the payables
process by having banks initiate payments on behalf of the client:

=  ACH

o) Wire
o Check
o Card

Clients send either separate files or a consolidated file of
payment detail

Remittance information delivered to payees
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Outsourcing Treasury Functions

Why Outsource Payables?

u Implement fraud controls

u Consider check outsourcing

u Take advantage of vendor
discounts

u Go electronic T improve efficiency
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Current, unstable
economic environment
has an impact

o]

Outsourcing Treasury Functions

Ways to control payments

BUSIHES.SGS looking to do 1. Controlled Disbursement
more with less Accounts

Want to create efficiencies > Electronic Methods
and remain sustainable

Require a means to control
Or cut costs

Explore and realize benefits
of technology

Fraud Protection Services
Purchasing Cards
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Cost Benefit Process i What to Consider

o Primary Considerations

Goals of an organization
A Profitability
A Maintain/cut costs
A Streamline processes

A Focus on core business

Uncontrollable factors
A Economy
A Legislation
A Customer habits

Controllable factors
A Goals of an organization
A Internal processes
A Partnerships
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Cost Benefit Process i What to Consider

a Secondary Considerations

Department Processes
A Core functions
A Controls
A Costs
A Alignment with goals

Peer structure
External partnerships

o Perform Cost Benefit Analysis
Determine review approach
ldentify monetary and non-monetary factors
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Features and Benefits of Outsourcing Payables

Provides improved reconciliation and centralized control of
payables

Enhances accuracy and timeliness of electronic payments
Maximizes use of ERP system

Allows scheduling of payments

Reduces processing costs

Capability to transfer files 24/7

File receipt acknowledgement

Detailed remittance data

Improves overall supply chain management using
straight-through processing
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Case Study i HealthTrans T Company Overview

o  Denver-based pharmacy benefits manager
More than $250 million in annual sales

o Pays primarily by check - approximately 6,000/month
For its business and as an outsourced service for clients

= Receives 7,000 to 8,000 inbound payments/month

o  Focus on core business and efficiencies are key to
supporting rapidly growing business

=h A Named finalist for Inc. 5000 2009. Ranked #283 on the
2007 and ranked #122 on the 2006 Inc. 500 lists of
HEALTHTRANS:. fastest growing private companies in the U.S.

A Fastest Growing Privately-Held Company in Colorado by
Denver Business Journal

A 200971 6t place 2008 i 4t place
A 20077 2nd place 2006 i 3" place

A Ranked #7 on Entrepreneur Magazi neods
2008 Hot 100 List

A Colorado Biz Magazine i 2008 Top (Healthcare)
Company Finalist
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http://www.chaindrugindustryguide.com/link.php?url=http%3A%2F%2Fwww.healthtrans.com&c=90305

Case Study i HealthTrans i Payment Disbursements

o}

Payment
Disbursements

o]

Works with more
than 20,000 payees

KeyBank

Prompted need to deal with payments efficiently

= Saved nearly 1 FTE supporting payment
process

Researched options and elected physical check route
= Flexibility in managing cash flow
A Volume
A Float /Mail time
A Administrative costs

= Electronic payments cost less per item, but give
up some of the benefits
A Large volume of vendors have limited EDI
readiness and require paper remittance (no
net savings)
A Administrative costs to enroll and manage
payee information

Able to manage $0.5 billion in payments
per year with a small staff
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Case Study 1 HealthTrans i Other Initiatives

Utilizes |0Ckb9X ser.vices to ACH transactions/enrollments to
collect administrative fees pay and collect funds

from pharmacies

o Large volumes processed a Creates efficiency

o Qutsource data file creation o Creates NACHA file format
to bank -~ Saves time vs. cutting

o Data file provides EDI individual checks
remittance information « Web portal vendor

= Automatically posted to AR enroliments to receive
system with 80% success rate ACH payments and elect

o Nearly 4 FTE savings EDI remittance
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Case Study 1 HealthTrans - General Implementation Process

o Bank assigns an outsourced payables setup
coordinator or other technical support staff

Validate application
Establish and enable transmission capabilities
Verify validity of file formats

o Timeframe

Varies based on client ERP, IT staff and
projectos priority

Generally takes from two to eight weeks from
initial decision to production

KeyBank

c Il»; 18




Case Study T HealthTrans - Challenges

o Challenges were limited, but included:

Upfront time T analysis, requirements, implementation and testing
A Evaluation of cost vs. manpower hours
A Data file development
A Developing logic and programs to customize payee information
Check only with EDI remittance advice instructions

Implementation processes and upgrades

A New banking systems i bank implementation can create downstream
challenges. Communicate, plan, coordinate, and have SLAs to set
expectations

Regulatory, Legislation
A Mandated electronic payments
A Specific data fields legislated in certain states, requiring modifications
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Emerging Trends

Continue looking for ways to control cash,
cut costs and protect assets

P-Cards
- Offload low-dollar, high cost check payments
- Front-end control: consolidate invoices
- Cut processing costs
- Potential rebate

Solutions tailored to a compan
payment channels

Continued communication with banks

Solutions that expedite collections and
improve control over disbursements
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Looking Ahead: The Future of Payables

Next Generation B2B Solutions

The next generation in supply chain management: payment gateway or hub*

/ \

|nteg rati on Of « Simplified payment initiation through

electronic invoicing

Paym en tS W | t h » Reassociation of remittance and

payment after settlement to facilitate

Smart reconciliation
* Rules-based engine allowing

Decisionin 0 company to select preferred clearing
. time and other parameters
Engine .

A 4
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* 2006 Celent Study




Looking Ahead: The Future of Payables

Next Generation B2B Solutions

The next generation in supply chain management: payment gateway or hub*

/

» Historical, bank-proprietary systems

“fe have dominated
Sh |ft 1N » Shift will occur to banks offering
payment outsourcing and
Paym ent collaborative payment utilities

B us | Ness I\/I()d el » Competition will drive banks to

develop more unique, value-added

functionalities
KeyBank
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Looking Ahead: Breaking Free from Payment Silos

Gains from integrating processes
related to payments

Assistance with migration from paper to electronic

Greater internal efficiency
Improved working capital

Online access for tracking payment process

Quicker access to information for funding, purchasing and
settlement of goods/services
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Solving technology challenges
paves the way for the creation
of an electronic marketplace
for buyers and sellers
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