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) As We Begin....

United we stand, Thank you for
attending!
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)) For Detailed Copies of Today’s Information:

1. Look to AFP and their website:
www.afponline.org

2. Call or write us at the phone numbers/e-mail
addresses on the cover

3. Go to www.PhoenixHecht.com for downloadable
versions

+ 1,011 research hours by presenters  * $225,000 for time
+ 2 major data houses + $345,000 for products
« 7 major data products «$ 7,500 travel, and materials
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y "l was going to make that point
myself -- but | wasn’t going to shoot
myself in the foot while doing so!”

“

- Dick Cheney
Vice President of the United States, to a reporter
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) Today’s Discussion

Points, counterpoints & your
viewpoints...and data from a
variety of sources

Quick Pace, in the Point-
Counterpoint Format...
we will swap angles of approach

Please Participate with
Your Vote!
Raise your Red Card and

You Become a Co-Presenter
with us, offering your view!

Michael
 The Goal: Provoke Thought &
Personal/Professional
Improvement... Richard
I{.:-..m worfiink 101601 Point - Counterpoint

)) Some rules:

The views, opinions and interpretations of the presenters may not
be the actual views, opinions and interpretations of the
individual presenters, or their organizations.

The presenters are STAGING debate-- it's arole play -- for the
purposes of generating discussion, evaluating atmospherics &

trends and clarifying opinion on a wide range of industry topics.

Members of the Media & Clients of the Presenters:
Quoting the presenters, or making any attestation of remarks by
the presenters, by any means, without an “on the record”
verification by the presenters, is deemed a misquote and a
misrepresentation of the presenters. This includes audience
members who participate.

“In Medio Statis”
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MPoint#1...
The Role of the Treasury Manager

e Richard says: - [fiighaslsays:
“The job stays” “The job disappears”
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Effective Treasury Staff, and Effective Treasury
) Design, Ensures Liquidity

Collection System Concentration & Disbursement System
Forecasting System

“Liquidity” / Subsidiary A"

y —

Subs ‘A"

sdiary A — = International

Concentration S
Account — 3
— XXXKX00K

Accounts Receivable

eoel Vendor Payments

« Lockbox/"E’ Box « Controlled Dishursements
* Credit Department ) * ACHIFEDI

« Wires Ay

- Wires
[nvest « PCad
Borrow - T&ECad
International
Subsidiary —
Payroll
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»Treasury Functional Designs Contain the Following Major
Activities & Accountabilities

Cash

Cash
Cash Positioning Concentration Mobilization
& FundsTransfers
l Short-Term
Banking \ Borrowing
Relationships = / Bl
/ Sl
Cash Forecasting //vv T &Traﬁw Systems
T s Pensions International Invesior cash
[Benefits Treasury Relations Reconciliation
Accounting
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But Treasury Winds Up Focusing on Transactions....
»The result...Too Little Time Is Left To Glean Insight
And Plan For The Future

Data Gathering

Future Planning _l
[}

Variance Analysis J
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Companies do Very Little, in Treasury,
) to perform Decision Support

FTEs Per $B Revenue

sl

Cost Analysis Business Pricing Analysis Strategic
Performance Planning Support
Analysis

O R N WA O O N ®

[@Bottom Half DOAverage [Oworld Class © answerthink 2001
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Treasury is Everywhere
in New Business Models Focused on the World

» of the Customer...
TREASURY & CASH ‘ l
MANAGEMENT

ACTIVITIES
—
REVENUE GENERAL CORPORATE DECISION SUPPORT /
A CCEORNTINGE — RISK MANAGEMENT
MANAGEMEN"'7 REPORTING "
Order Enty, = Accounting®sés Business Performance
Credit - Fixed Assets | TaxFilng And AiZES
Custorer Biljgx* External Reporting "" » Reporting New Business/Pricing
g Costhccounting £ | Whernal Audit Cost Analysis
Collections g Project Accounting & e Traveland Bpense g“&:;’og"‘“ Planning
u
Budgeting — Goverment
Outlook/interim Feggcast o Compliance

Business Performance 1 TaxRegulatory
rting

Finance Function
Management

-

AP

i ,
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»In Extended Business Models, Treasury Also Plays an
Integral Role

TREASURY & CASH
MANAGEMENT
ACTIVITIES

PROCUREMENT | SJUPPLIER P SLATIONS DECISION SUPPORT/ ‘
Requisition & PO upplier Selection & RISK MANAGEMENT
Processing Negotiation Product Requirements
Supplier Scheduling/Qfi Item & Supplier Masfer File pefini
Release Maintenance

Improvement Initiatives
Supplier Performa

MaterialReceiptg
aterialRecel Measurement

Govemment Compliance

AFE Sourcing Strategs Internal Compliance
Procurement Function
P-Card & Rebateg Supplier Partnering/ Management
A Development
Problem Resolution
LocationLogistics
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Implications: For Treasury to Remain Valuable,
Information Must Define And Create THE Value

[ Tomorrow |

Content Exhaustive Selective

M easurement Financial Varied
Frequency 2 Calendar Event
Organization Local Global
Format Paper Electronic
Analysis W hat Why
Reporting Entity Organization You Name It!

© answer think 2001
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) The Wise Professional: Transforms Treasury as a
Strategic Information Architect

Desire to make decisions faster ...
with more certainty

Growing size and complexity of
data repositories

Increased need for linking
information to strategic plans and
tactical outcomes

Analysis Focus

Integral “Player” in Business
Planning & Forecasting

Business Partner
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) The Vote!

Blue:
Treasury Managers Stay
Whifhies
Treasury Managers Morph
Red.
Let’'s Hear From You!
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) Attendees over the years....
their views as to how the treasury job is
evolving

Over a two year
horizon, there is
about an even 300
distribution that Voters

professionals polled
believe their job is
changing.

1999 2000

ElDisappear  MlStays
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)Point #2...
Bank Mergers

 Richard says: -« [iclad says:

“Mergers stink” “The merger is GOOD
for you!”
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Distribution of Revenue
» Company Sales Over $40 Million

6-15 Banks 34.2%

All Others
13.6%

Top 5 Banks
52.2%

‘Source: Cash Management Monitor ™
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Cash Management

»Relationship Consolidation

Number of Relationships

1994 1996 1998 2000
$40 - $99 Million* — — 2.4 2.2
$100 - $249 Million 3.6 2.6 2.8 2.4
$250 - $499 Million 8.1 3.3 3.2 3.3
$500 - $999 Million 5.0 4.0 4.1 3.2
$1 - $2.5 Billion 7.0 5.6 6.9 4.9
Over $2.5 Billion 12.0 8.8 6.9 6.3

Source: Cash Management Monitoro
*1999 and 2001
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) There’s some real tension....

Measuring Return on

Customization Relationships
Demands Quality Price
A
LV 4

Product Enhancements Costs

l“.;-.ﬂ newerfinink 101601 Point - Counterpoint



) The Vote!

Blue:

Whttes

Mergers Stink!

The Merger is Good for You!

Red.

Let’'s Hear From You!

't{: mwwerfiink

10.16.01
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) Attendees over the years....
their views on mergers

Respondents
participating
continue to
overwhelmingly
agree that mergers
are not good, from

their perspective

g ponsnerthink
) Point # 3...
Float

800
600
Voters 400
200

10.16.01

e Richard Says:
“Float is Alive”

't.- imEwerrinnk

10.16.01

1999 2000

B1Good WBad

Point - Counterpoint

- Michael says:

“Float is Dead!”

Point - Counterpoint




D)

)

» Regional (5 Year)

2001-1 Postal Survey Trends (Sites)

Sites

60

504

Site Trends 2001-1 Postal Survey

National

[l Better

Regional Local

QWworse [No Change

10.16.01

Point - Counterpoint

2001-1 Postal Survey Trends (Cities)

Source: Phoenix Hecht

Cities

City Trends 2001-1 Postal Survey

National

[ Better

Regional Local
gWorse [JNo Change
101601 Point - Counterpoint

1996 - 2001 Postal Survey Trends

Source: Phoenix Hecht

Mail Mail Total
Sites Percent Hours Days Avail Float
Better 14 16% -4.9 -0.18 -0.08 -0.27
Worse 48 56% 6.3 0.18 0.16 0.34
No 24 28% 0.6 0.02 -0.01  0.02
Change
Total 86 2.9 0.08 0.07 0.15
Source: Phoenix Hecht
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1996 - 2001 Postal Survey Trends
» Nationwide (5 Year)

Mail Mail Total
Sites Percent Hours Days Avail Float
Better 12 14% -5.2  -021 -0.05 -0.26
Worse 59 69% 6.0 0.20 0.14 0.34
No

15 17% 1.4 0.03 -0.03 0.00

Change
Total 86 3.6 0.11 0.09 0.20

MMail & Check Float:

Is a predictable event
Is replaceable

Can be managed
Real cost of funds is at an all time low
Is transaction based
Is paper based

Look at:

10.16.01

MAoL

e thin
) The Vote!
Blue:

Whties

Red.

Point - Counterpoint

Source: Phoenix Hecht

# BUACK DECKER

(ﬁ HEWLETT

10.16.01

Making it a Priority Is NOT a best practice!

Point - Counterpoint

Float is Alive!

Float is Dead

Let’'s Hear From You!

10.16.01

Point - Counterpoint




) Attendees over the years....
their views on float

Respondents 800
participating

overwhelmingly 600
have agreed that

float is here to stay,
and a source of

attention in their job
responsibilities 200

Voters 400

0

1998 1999 2000
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)Point #4...
Managing People

e Richard Says: - Mighasl says:
“lts what matters” “Forghettaboutit”

‘L, Imawer e 1016.01 Point - Counterpoint

) Managers are Important!

World
Average
Bottom Half VRIrEYy
. «
360° Survey

Results

7

Satisfied with
their Boss

There is a correlation between company performance
and supervisor effectiveness!

Source: Mercer Management Consulting
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»It’s about managing to THIS target,
and ADDING VALUE!

In Percentages

World Class
XYZCo
Average
0 20 40 60 80 100
EManagemenl Orrofessional [Clerical
© answerthink 2001
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» The Average Treasury Function

Costs .15 Percent Of Revenue

Cost As A Percent Of Revenue

0.42%
Quartile 4
0.19%
0.13%
Quartile 2
0.07%
Quartile 1
0.02%
© answerthink 2001
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h) The Bulk Of The Cost is Fees

Cost Per $ Billion Of Revenue ($000)
$1,524

Fees

Systems

é Other

Outsourcing

Labor

Benchmark Average

©answerthink 2001
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) The Typical Treasury Function
Has Six FTEs Per Billion

FTEs Per $ Billion Of Revenue

2.3

Benchmark Quartile 1
Average
© answerthink 2001
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Low Best Practices Usage Adversely
Impacts Treasury Effectiveness

Average Daily Collected Balances Per $ Billion
Of Revenue ($000)

Benchmark Average Quartile 1
© answerthink 2001
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) To Become World Class, Treasury
Must Refocus Its Resources

Staff Time Spent By Process Category

Benchmark Average Quartile 1

Moo once  [Jeonral & misk e [Ebecison support [ Genera Tressury Management
© answerthink 2001
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) The Vote!

Blue:
Managing People Matters!

Whifhies
Forget Managing People

Red.
Let’s Hear From You!
t, iswe ik 101601 Point - Counterpoint 40
MPoint #5...
Strategic Sourcing
 Richard Says: - Mbehaelsays:
“Insource” “Qutsource

Everything”

a1

I{.r mswerfiink 101601 Point - Counterpoint

b Insourcing Means Quality Assurance

Satisfaction Ratios: A/R Processing

Outsource
14%

Hybird
8%

Insource
78%

Source: IQPC
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) Real Cost Differences: Insource vs. Outsourced

Real difference
is only 9.6% . o
« The “Hybird” -- a combination of
50 insourcing and outsourcing, is
actually a guarantee of
increased costs

40
\ + How much is quality really
v worth?
30
20
10.
1st Qtr
Source: IQPC
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)) Shared Service Trends: First Quartile Shared Service
Operations Can Lower Finance Costs

*Though shared servicesis
widely considered tobea

Finance cost as a percent of revenue

16% best practice only about 48%
14% 1.35 Quartile 3 Of companieshave
12% 112 1.26% implemented them.
10% Average 1.01%
08% 089 « Of thesea select group (1st
06% sartie 1 quartile) have realized
0a% B 0.49% significant cost advantage.
02%
oo «For most (average) the cost
X T T
Companies without Companies with advantageof shared services
shared services shared senvices

isnot significant

Source: Hackett Benchmarking & Research - 2001

I{.;-.ﬂ newerfiink 101601 Point - Counterpoint a4

Shared Service Trends: Top Performers Embed
) Customer Service Principles In Their Centers

+ EgablishgoasforimprovingCS
*Exeoih v ladgearerts

*Mezaretypesof alls
+Targetredctionof highestcall types.

+ Incentivesforemployessiodeliver
edraordnay savice

+Rewardsformesting gosisand
diglayingtheright behaviars

Mativatethewarkforoe
+ Hire/ rain associateswith

ety
+ Professoralisminal fecets.
+ Ardlytica/ process
avareness

+ Delcata lesaip

P
L A + Cl tracking software:
Pt et
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) Companies Openly Share Their Extensive Knowledge

Of Shared Services Operations o = Shared Services
H/R Mgmt. Finance/Accounting IT Other Admin.
COmpany T AT e T ey T TR Legﬂ'Wg
Casi " o = e
Tenneco FANRIRARARAN{K4 4 44
Kraft 7N 7| ) 7
Amex IARIEARARANR (I AKX
H-p S| S]] 7] 4
Shell ARIiE4dK4d ks ViK4 4
Cargill S| 414 4
Tribune L4 S 4 L4
Waste Mgt 1717 7|7 4
Sara Lee 4 FAN A W4 V4 4
Aliedsignall S | LN LS| LS| L] L L] L] L] 7 P44 K4

Typical Stage 1 (Consolidation and Standardization) Base Savings Range (20-30%)

Typical Stage 2 & 3 (Reengineering & Integration) Incremental Savings Range(30-40%)

o . 11 101601 Point - Counterpoint

) The Vote!

Blue:
Insource
W hit
Outsource
Red.
Let’'s Hear From You!
l' 1 . 10.16.01 Point - Counterpoint
) Point #6...

BPR, TQM, Transformation, Improvement
Teams, Change Management

e Richard says: . Nieliag says:
“Huh? -- Stop it!”  “Your New Job”

L
=
P

‘u' 1 , 1 10.16.01 Point - Counterpoint



) With these Programs, We are NOT Seeing Successes
That Pave the Way for the Next

« Effects of each wave on
operational efficiency
and effectiveness are
cumulative!

*Cannot leapfrog your
way to best practices!

« Standardization and
integration essential to
transform for efficiency,
and it is just not
happening!
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Most Projects of this Nature are

) Crippled, or Dead on Arrival!

« No Strong User Input and Participation

« Unrealistic Expectations

N « NO Clear Obijectives with Understood Metrics
53% ° 7

o Late .« Wea 3 W
Challenged & Firciraity Weak Champion with Little Executive Support

« Poorly Defined Scope and Requirements.
« Scattered Resources Committed to Project

« Non-Qualified Functional and Technical

Team

9‘&“ + Unrealistic Time Frames

o
Canceled \@' « Little Understanding of New Technologies

« No Sense or Respect for Change

Source SandshGroup e

'&, ek 101601 Point - Counterpoint

Benchmarking continues to be a key management
ool and technique
Management tools and techniques

Balanced scorecard 4%
DEurope
- s2%
Total quality management BT

. %
‘Benmmﬂfk'"g —_—

Customer satisfaction S

. . 7%

Mission & vision staternents | o
. . 715
Strategic planning sose.

0% 20% 40% 60% 80% 100%
Percentage of respondents
*From arecent study of 475 Companiesby Bain & Co.
l&r mswerfinink 101601 Point - Counterpoint




Enterprise-wide Best Practices Incorporate Five
) Powerful Trends

'k}ﬂ newerffink £IF 101601 Point - Counterpoint 52

)) Companies Typically Follow A Four-Phase Approach

Targeting Architecture Construction Deployment

— Benchmark — Develop the Future — Detail Procedures — Pilot new
— Identify Vision — Deploy New Environment
Opportunities  — Identify (validate) Quick Systems — Review Pilot
~ Set Priorities Wins — Establish New — Roll-out Changes
— Assess — Build A Solid Business. Processes & — Track benefits
Readiness for case Organizations
Change
— Mobilize
resources

© answer think 2001
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We must have a deliberate, collaborative, integrated
approach to business process improvement to get the
highest benefit ratios

Coordinated Efforts Fragmented Efforts -

Approximately 30% Of Benefits
Are Lost

Result In
Optimal Benefit Realization Attainment

Organization Redesign

Systems Organization
& Redesign
Information Only

Systems.
&
Information
ProcessRedesign Only
Source: Forrester & Hackett Benchmarking & Research
b Il
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) The Vote!

Blue:
Jargon Nonsense!

Whttes

C.l. Best Sense!
Red.

Let’'s Hear From You!

B
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MPoint #7...
ERP
* Richard says: -« Miehgel says:
“ERPis “ERP means
misguided & integration”

expensive”

%

M Y e 1 ]
:&j.”mmm‘nut Bt 101601 Point - Counterpoint 56

Slower Growth for Electronic Payment Systems

)

Cost of Conversion
Implementation
Maintaining Dual Systems

Consumer/ Purchaser Acceptance
Behavioral Changes

Bank Revenues
Paper Pricing

e
:‘j.”mmm’nut Bt 101601 Point - Counterpoint 57



Business Process Outsourcing

Increased Investments in Technology Have Not
Delivered Administrative Efficiency Gains

Technology and Administrative Process Costs Trends

1998 -2001 Increasein Cost per Employee
50%
40% 4 Real-time access to 0%
information remains
% 30% 4 cumbersome at best!
<]
=
E 20% 16%
& 10% o
0%
Administrative Processing Technology
© answer think 2001
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While Many Companies Have ERPs, Most Have
»Not Begun To Leverage The Power It Offers

Percentage of Companiesin Per centage Functionality
Hackett Database with ERPs Leveraged Across ERPs

4%

[l Have ERP Applications

Leveraged CINot Leveraged
Do Not Have ERP Applications = ged O 9

©answerthink 2001
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)) Very Few Companies Are Realizing A Tangible
Return On Their ERP Investment

Finance cost as a percent of revenue

15%
1.37%
Quartile 3
1.15% 14%
1% 4 1.03% Average
0.70% Quartile 1 0.80%
os%

00% T
Companies without ERP / Companies with ERP

A $ 1B Company spends $ 2.5MM more to run finance, IF they have ERP!

©answerthink 2001
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) ERP -- Putting speed on an inefficient process?

« ERP & Transaction processing
— Upside: highly effective in reducing cost and improving
quality in transactional processes
— Downside: cost focus is not appropriate for all activities;
probably damaged analytical capabilities and customer
service, time and attention to implement

ERP Yielded Expensive Means T p Information!

-
e
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)) Greater Use Of Standards And Less Application
Complexity Have Lower Finance Costs
Transaction processing cost and application complexity
Only 30% of companies with
ERP's employ a common
enterprise financial
application

0.53%

0.36%

0.1%:

0.0%:
>10 <10

Total applications per billion in revenue

© answerthink 2001
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)) Current State: Integration Between Systems

Degree Of Electronic Integration Between Finance And Other Systems
(Procurement, etc.)

37%, 37%

mEow
[Medium
[High

26%

Source: Hackett eBusiness Benchmarking
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)) Current State: Treasury Management

e-Business Benefits To Treasury Management
Index of Relative Importance

[@Costsavings

[OEfficiency

[OImproved reporting

[@Enhanced self service
opportunities

[l'mproved customer
relationships

Dother

‘Source: Hackett eBusiness Benchmarking

S anwweri 101601 Point - Counterpoint

)) Current State: Cash Management

e-Business Benefits To Cash Management
Index of Relative Importance

[ Efficiency

[OCost savings

[Omproved reporting

[@Enhanced self service
opportunities
[l'mproved customer
relationships
[@other

‘Source: Hackett eBusiness Benchmarking

10.16.01 Point - Counterpoint
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)) Trends: Electronic Billing Methods

High
Medium 7
fedium [@Paper
OFax
DED!
Low ] minternet
lOther
None

1999 2000 2001

Source: Hackett eBusiness Benchmarking

10.16.01 Point - Counterpoint
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) Trends: Electronic Remittance Methods

High

Medium

't'rlu wert

1999

2000

10.16.01

2001

M@Paper
[m[=)]
Oother
[@internet

‘Source: Hackett eBusiness Benchmarking

Point - Counterpoint

) Trends: Transmission Of Forecasts

70%

60%

50%

40%

30%

20%

10%

0%+

'{r TRTEATRRA

1999

2000

10.16.01

2001

WEWeekly
OMonthly
OQuarterly
EAnnual

‘Source: Hackett eBusiness Benchmarking

Point - Counterpoint

) Trends: Treasury Management Activities

High 1

Medium 4

Low 4

None |

'&r 1nwwer i

1999

2000

10.16.01

2001

[Forecasting

OEvaluation Of
Alternative Investment
Accts

OManagement Of
Bank/Brokerage
Relations

['ssuance/Management
of Debt

[l Analysis/Evaluation Of
Financing Alternatives

Dother

Source: Hackett eBusiness Benchmarking

Point - Counterpoint




) Trends: Cash Management Activities

High
Medium [Daily Maintenance Of
Cash Receipts
[OManagement Of Bank
Relations
Low, DForeign Currency
Conversions/Hedging
None
1999 2000 2001
‘Source: Hackett eBusiness Benchmarking
lr ek 101601 Point - Counterpoint

)) Trends: Operational Priorities

Relative
Importance
3 Enterprise Integration
Content Management
2 — A —|webaD
Security
1 Site Management
Performance
0
YE97 YE99 YEO1 YEO3

Source: IT Benchmark. Cumulative answers across all respondents, rank ordering given for a 7 year horizon
©answerthink 2001
R

10.16.01 Point - Counterpoint

) The Vote!

Blue:
ERP is Misguided & Expensive
Whifhies

ERP Means Integration & Effectiveness
Red.

Let’'s Hear From You!

t, mwworfimnk 10.16.01 Point - Counterpoint



NMPoint #8...
“ E"

* Richard Says: - Miehael says:
“A Graveyard of ‘E™ “E-everything”

¥

t.}.ﬂ nswerifink 101601 Point - Counterpoint

) Technology Is Not Effectively Leveraged

Automation By Process

Not Used
Used
Cash Trading Currency Interest Rate
Management Management Management
© answerthink 2001
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Middle Market

» Product Usage: Financial EDI

Large Upper- Middle

Corporate Middle Market
Treasury area doing financial EDI 56.6% 42.0% 33.9%
with supplier/customers
Plan to use financial EDI with 15.0% 15.2% 11.1%
suppliers/customers in next 2
years
Company does financial EDI with 21.5% 14.4% 11.7%
more than 10
suppliers/customers
Company does financial EDI with 8.2% 2.8% 0.7%

more than 100
suppliers/customers

Source: Cash Management Mornitor®
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Middle Market
Internet Applications

Use Plan to Use
Retrieving Bank Account Information 44.5% 39.2%
E—erp\ﬁiéigg Bank Contacts or Customer 55.4% 26.9%
Initiating Wire Transfers 27.9% 46.8%
Initiating Stop Payments 25.4% 48.8%

Source: Middle Market Monitoro

'-ij-.l nwwerfink B

Middle Market
»Importance of Various Internet Uses

Scele 1to 5, with 5= Very Important, 1 = Not Important

Initiating Wire Transfer 3.77
Initiating Stop Payments 3.73
Receiving Account Balance Updates Throughout the 3.36
Day .

Financial EDI 3.15
Consolidating Daily Balance Information from Banks 3.03
Monitoring Trade Documentation (Letters of Credit) 2.31

Source: Middle Market Monitoro

'-&;‘-.I nwwerfhink i

Middle Market
Importance of Various Wireless Device Applications

Average Rated

Rating 4t05

Balance Information 2.00 11.7%
Initiating or Approving Wire Transfers 2.05 14.2%
Initiating or Approving Tax Payments 1.98 11.4%

Source: Middle Market Monitor6
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) eBusiness Is Changing And Enabling This Rapid
Transformation

Old Model New Force New Model

Technology
Bricksand Web-Enabled

Mortar Interprise

i}au.mrhh:ul:. Bl 101601 Point - Counterpoint 79

)) We Underestimated The Speed Of Migration To A
Web-Enabled World

Every industry becoming dramatically more I T - centric

IT X

Internet

Client / Server

Year 1970 1980 1990 2000 2010

i}.ammrh’rml:- itk 101601 Point- Counterpoint

) The E-nabled Business Will Operate Across Different
Dimensions

Product Transactions Customer Relationships E-Plex

Price Service/Quality Convenience
Years/Months Weeks/Days Hours/Minutes

Mass Production Stratification Mass Customization
Many Suppliers Few Strategic Partners Several Open Partners
Domestic Multi-National Global

Store Front Call Center Continuous Self-Service
Enterprise Market Trading Community
Lights on, doors open Extended hours 24 hours x 7 days/week

i}.au.mrﬂrml:. Bt 10.16.01 Point - Counterpoint



) Devices, for payments, are just the beginning!

W Speecdpass B

<

The future of payments!

_ o

‘tj’"" werffink £ IF 101601 Point - Counterpoint

Payer processes like bill presentment and payment

Nthat are paper-based....
@ Processes invoice,
(@ Generates, prints and mails checks for discrepancies
Biller bill with PO and makes A/P entry payer

UL

@ Writes and mails

check
Records \
payment
inAR Financial Institution Financial Institution
application (Biller Lockbox) (Payer)
. Debits payer's
Processes payment and account and sends
credits biller's account IIIIII Sendstuls.llng IIIIIII statement
i.l'_ﬂ newerfiink 5 10.16.01 Point - Counterpoint _

Are transformed by the effective leadership of
) treasury to electronics invoice & payment...
Presents on bl||E(5 website,

@ sends to 3rd party, or E-Mails
o Generates electronic billing

Biller file Payer
Biller %
(@ Views bill and authorizes
@ payment to biller or

Records @ Biller or 3rd party receives 3rd party
payment pmt request
inA/R and forwards to F.I.
application

Financial Ingtitution
(Payer)

Financial Institution

(Electronic Lockbox)
@ Debits payer's

account and sends

Processes pmt and
credits billers (6] 33"55 to IIIIIII statement
account issuing bank

k_.:‘.ﬂ neworfiink 51F 101601 Point - Counterpoint _




)) Development Hierarchy

Portal: The Window Into Your Treasury

D)
Internet User

Intranet User

Extranet User

Horizontal Enterprise Portal (HEP)
Vs,
Vertical Enterprise Portal (VEP)
vs.

Vertical Industry Specialization

) The Vote!

Blue:
“E” is Yesterday’'s News

Whifhies
E-Everything
Red.

Let’'s Hear From You!




YPoint #9...
Payment Media
eRichard Says: . Miched says:

“Paper, and Flat “Electronics, Cards,
ACH Volume” Devices”

l. rmyworfinuk 101601 Point- Counterpoint

YACH Growth

Billion
7
6 16% per Year Growth until 2000
... then 12%.
54
@
54
8 31
=

N

1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

‘Source: NACHA
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» Payment Projections

100 Totd
Payments
90
80 Checks
70 /
60
50
40 Past Future
ACH
30
. 20
0 1% ACH
oF + + + J
1990 1995 2000 2005 2010
—ACH —ACH (12%) Check — TOTAL

Source: Phoenix-Hecht
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) The Vote!

Blue:
Paper, and Flat ACH Volume
Whifhies
Payments Explosion
Red.
Let’'s Hear From You!

'&r meworiiink 101601 Point - Counterpoint

) Attendees over the years....
their views on payment media

Participants do not
see payment media
innovations as
having a substantial

impact on the
payments system or
something requiring
immediate reaction

1999 2000

[ElElectronics & More
[ Traditional Paper & ACH

'&, ek 101601 Point - Counterpoint

M Point # 10...
Globalization

*Richard Says: - Michae] says:

“Back, and in “Five years, at best,
one year or less!”..~_.and-maybe not even
in our lifetime”

‘" mwworfimnk 10.16.01 Point - Counterpoint



) The Vote!

Blue:
Globalization returns

Whttes

Globalization is doomed
Red.

Let’'s Hear From You!

t.}.ﬂ nswerifink 101601 Point - Counterpoint

JPoint # 11...
Bank Quality

* Richard says: -« Miehgel says:

“Quality Matters” “Who cares? Its All
About the Credit,

Anyway”
4
~
I{.:-.ﬂ newerfiink 101601 Point - Counterpoint .

Quality Index ™
» Average Quality Ratings

4.4

4.24

4.0

3.8

3.6

3.44

3.21

3.0+

Products Perceptions People

Source: Cash Maragement Monitor ™
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) Quality Trend
Customer Service/ Support

4.0 4 =M= Over $500 million
$100 - $500 million
== $40 - $100 million

381

3.6 1

3.4 T T T T T ]
1992 1994 1996 1998 1999 2000 2001

Source: Cash Management Monitor™

‘.T maweriifink 101601 Point - Counterpoint

» Focus on Customers

Calls Made
Year Customers Prospects
2001* 70% 30%
2000 78% 22%
1998 73% 27%
1996 68% 32%
1994 55% 45%
* Middle Market Only
Source: Caeh Management Moritor ™
'{1': ik 101601 Point- Counterpoint

Does Quality Matter?
Distribution of Relationship Manager Grades

Grade Middle Market Up;;/leér‘rll\(/leirt!dle Largf/lgrokreptorale
A+ 9% 4% 11%
A 14% 14% 6%
B 57% 48% 48%
(o3 10% 12% 15%
D 10% 22% 20%

‘Source: Cash Manegement Mornitor ™
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)Maximum Percent of CM Business to One Bank

1998 2000
$100 - $249 Million 82.4% 76.9%
$250 - $499 Million 81.0 80.2
$500 - $999 Million 69.8 78.5
$1 - $2.5 Billion 51.9 59.3
Over $2.5 Billion 34.9 45.1

Source: Cash Management Monitoro

t.}.ﬂ nswerifink 101601 Point - Counterpoint

What Does Matter?

)

Attribute Average Rating
Frequency of calling officer visits 3.15
Calling officer stability 3.75
Proactive with services 3.81
Problem resolution response 4.65

Source: Cash Management Monitor ™
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»Bank's Commitment of Credit Availability

Rate Importance

1998 2000
$100 - $249 Million 3.82 3.74
$250 - $499 Million 3.74 3.82
$500 - $999 Million 3.73 3.82
$1 - $2.5 Billion 3.80 3.82
Over $2.5 Billion 3.87 4.25

Source: Cash Management Monitoro
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Cash Management vs Credit Revenues

Revenues
$ (in billions)
6.0
5.0
4.0
3.0
o
2.0
_ 1.0
- 0.0
Large Upper-Middle Middle
° ElCash Mgt EICredit
- Source: Phoenix Hecht Cash Management Monitor ™
lr rmwwerih 101601 Point - Counterpoint

Does Credit Matter?
Credit And Nature of Relationships

)

Percentage of Relationships Which Are Prime Relationships

Middle Upper Large

Market Middle Corporate
Credit 66% 66% 66%
No Credit 32% 40% 27%

Source: Cash Management Monitor ™

t, ek 101601 Point - Counterpoint

) The Vote!

Blue:
Quality Matters

W liteH
It’s All About the Credit

Red.

Let’'s Hear From You!

10.16.01 Point - Counterpoint
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N As We Conclude...

In Medio Statis

“The Answers are Placed in the
Middle”

,

t, mwwerfiink 10.16.01 Point - Counterpoint

)) Some rules:

The views, opinions and interpretations of the presenters may not
be the actual views, opinions and interpretations of the
individual presenters, or their organizations.

The presenters are STAGING debate-- it's arole play -- for the

purposes of generating discussion, evaluating atmospherics &
trends and clarifying opinion on a wide range of industry topics.

Members of the Media & Clients of the Presenters:
Quoting the presenters, or making any attestation of remarks by
the presenters, by any means, without an “on the record”
verification by the presenters, is deemed a misquote and a
misrepresentation of the presenters. This includes audience
members who participate.

“In Medio Statis”
I{.r mswerfiink 101601 Point - Counterpoint

MWhere we do agree....

~

K
Uows?
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There’s no shortage of ideas....AND there’s arift between facts and

ideas for improvement

- The company has
decentralized structure

* High number of bank
tionships maintained

+Minimal use of the internet

- Little commonality between

and at what

+ Positive pay accounts and
automated ban|
reconciliation are generally
the

tion

«Low level of integration cash
between cash management
applications and AP,AR,
treasury, payroll and
financial planning systems

«Low, if any, level of
business partnering

ranwwerifink 101601

Middle Market

»Plans and Intentions

lesuesfor Consideration
« Will the bank account
reductions result in
counter- party risk or
service quality
deterioration

Will working capital
management beths, focus
prime driver for process
improvement
How will payment
system risk be identified
and monitored

Will integrated
statistical modeling be
employed in forecasting

How can field cash be
mobilized in a cost

effective manner
Business performance
and effectiveness

Common Improvement ideas
Streamlining banking
relationships

Working capital management

Payment system risk’
mitigation

Cash visibility (from the field)

Automated cash mobilization

But a system for accurate,
systemic cash forecasting

System integration

Point - Counterpoint

Percentage Assigning 4 or 5 on a 5point Scale
Expand Use of e-Commerce with:
Suppliers
Corporate Customers
Consumers

Add an e-Commerce Service Using the Internet

Do a Treasury Review

Add or Change a Lockbox site

Plan to Initiate Electronic Bill Presentment with Consumers
Add or Change a Controlled Disbursement Site

Add or Change an ACH Bank

Add or Change International Services Bank

nwwerthinki § 10.16.01

29.4%
33.2
19.4
26.2
25.1
17.1
16.2
135
12.0

9.2

Source: Cash Management Moritor ™

:

))Business Conditions are Rapidly Shifting

Business Dri

Markets
Service
Products
Competitors
Manufacturing

Trading

National

Standar dized

[Today |

Global

Custom

Volume Innovative
Few/Big Many/Small
Mass Production Flexible
Relationship/ Market/
Transactional Electronic

nwworfhink § 10.1601
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) Treasury & Finance Will Look And Work Differently

Functional / business unit
alignment and location

Largely clerical

Transaction processing focus

« Outsourcing / shared service for

transaction processing
Technical accountants

Historical reporter

nwwerfii 101601

« Boundaries blurred

Primarily professionals and
managers

Information / decision-making
focus

Global knowledge centers

Business integrator

Information architect

Strategist

Point - Counterpoint
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)) Treasury & Finance Professional Must Possess
Significantly Different Skills

Association for
Financial Professionals

Flexible, creative problem-solvers
Customer service and advocacy
Strong ability to exploit technology

Ability to see the vision, take initiati
and lead change

! a
Cross-business and multi-disciplinary skills

Global business-process capability

Strong team-building and interpersonal skills

nwwerthink 10.16.01
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