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Current View and Future Outlook



Current view of the treasury landscape

= Cash/treasury management top of mind given recent economy; organizations and companies
focused on tools that provide spend visibility and control

= Relevance and usage of commercial cards has grown in almost every aspect of the cash
management process; economic conditions create opportunity to revisit benefits of
commercial cards and “get back to the basics”

= QOrganizations continue to actively automate the accounts payable process across the P2P
lifecycle, deploying various technologies

= QOrganizations increasingly operating globally and banks collaborating to serve them at an
accelerating pace

= Asegment receiving heightened focus (and scrutiny) for expense visibility is corporate
events, meetings, and employee incentives

= Large entities increasingly demand more than reporting, i.e. actionable information that can
be used for strategic purposes

= Public sector is seeking control and misuse management tools as they expand programs
beyond cards and moving large market
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Payment Trends — Making Progress

Most companies have made strides implementing check outsourcing, purchase card and automated
T&E expense solutions.

But barriers exist with other payment types

- Payments where a reliance on vendor adoption is prevalent
« Limited IT resources and lack of integration between accounts payable and other systems
are mitigating factors to success

Rising Electronic payments and Purchasing Card volumes have driven benefits for many
organizations

« P2P Transaction costs can be cut by nearly half

« Gain significant Working Capital Benefits

« Commercial cards shorten P2P cycle time by a third

+ Reduce cycle times at the same time maintaining or extending DPO
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Electronic Payment & Purchasing Card Payment Volumes are
Rising...

Study of best -in-class organizations shows New Technology
success with Electronic Payments adoption
« Supplier Networks
« ACH transactions increased 57% EIPP
« Purchasing card use increased 48%

« Supplier Spend segmentation tools

« 48% decline in checks usage . EDI Remittance Delivery

Top Technology Solutions to Improve Electronic Payments

B Currently Use ® Planto Use

73%

. 35% . 35% 38%
i o 5504 29% 29%
Supplier EIPP Spend Analysis Automated EDI for Automated Automated
MNetwork or Disbursement Remittance Daily Positive Pay
Portal Tool Reconciliation

Source: PayStream Advisors 2009
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But Paper Still Remains the Rule, Not the Exception

Vendor Adoption: most significant barrier to electronic payments
Reflected by the amount of paper in Accounts Payable process:
« 74% of B2B AP payments are paper-based

« 85% of Invoices are submitted via paper
« 80% of invoice activity is paper-based

Barriers to the Adoption of Electronic Payments

Suppliers Mot Willing to Adopt
Electronic Payments

40%

35%

Shortage of IT Resources

Lack of Integration Between
Electronic Payment
and A/P Systems

33%

Inability to Exchange

Automated Information | -5
With Electronic Payments

Sources: 2007 AFP Payments Study; Aberdeen Group
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ePayments are often the first building block in Procure-to-Pay
cycle optimization.

ePayments efficiencies drive working capital optimization.

Top Benefits of Sending and Receiving Electronic Payments

59% Cost savihgs
41% Improved cash forecasting

32%

Straight-through processing to A/P or A/R
31% More efficlent reconciliation

29% Fraud control

28% Working capital improvement

24% Reduction In days sales outstanding

03% Other
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Overview of Payment Solutions



elnvoicing is a key step in working capital optimization.

It’s 10:00 a.m. on Friday. Do you know where your invoices are?

2%10net30 = 36% APR

Knowledge is Power.

Problems that Lead to Late Payments
By a wide margin, internal delays in approval is the biggest cause of late payments.

40%
35%
30%
25%
20%
15%
10%

5%

0%

13%

B

35%

11%

Losl Invoices

Missing Discrepancies  Inlernal Delays in PO Inveoice Nen-PO Inveice AP Backlog
Inlermalion on Approval Markeling Issues  Approval Issues
Invoices

Source Electronic Invoicing Adoption Survey Report, Based on the Results of PayStream Advisors’ Survey Q3 2008)
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The successful implementation of elnvoicing is within your
reach.

= Electronic invoice processing costs are 33% to 37% lower than manual processing costs.

= Best-in-Class enterprises on average display 83% lower processing costs than all other enterprises, and
process invoices 80% faster than their peers.

?

++
——_zG=uG

*
__.——

T

3 3§ 8§88 § % ¢

Percentage of Invoices by Delivery Method
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Source: 2008 Aberdeen Group
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Comprehensive Payables Solution

—»
—
Your AP System £
Send a single
payment file to SHosted Paly'/ment >
Hosted Payment f'yllstem splits payment
System e
—>

..3
|
/

Card payments

ACH
payments

Check payments

Global payments and
Wires

Benefits
— Proven network and provider
— Single-file, single-provider solution

— Modular Components
— Compelling business case and ROI

— Leverages existing financial systems and processes

— Integration into Supply Chain financing and elnvoicing solutions
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Building the Business Case



Creating the Business Case

Take a multi-generational approach
— Create and communicate end-state vision
— Pick 1-2 specific goals to be attained within year

Link benefits of end-state to strategic organizational objectives
— Improved working capital management
— Reduced processing costs by X% (cost/benefit analysis)
— Increased ROI
— Optimized vendor base
— Extended payment terms

Build the business case
— Establish attainable, easily measurable targets
— Celebrate success

Four step approach:
1. Conduct a high-level End-to-end (E2E) assessment
2. Gain organization buy-in for change
3. Evaluate ePayments and remittance delivery options
4. Evaluate solutions provider
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Benefits:
Maximize Working Capital and Decrease Cost

Maximize Working Capital

" |ncrease Days Payables Outstanding (DPO)

- Consider payables and receivables discounting vs. DPO angle)
= Leverage electronic invoicing products

- Capture early payment discounts
= Capture available discounts more quickly and offer discounts to suppliers

Cost Savings

* Drive down costs to process payment from purchase order delivery through payment

= Rapidly adopt electronic processing to reduce paper, fee and labour costs

= Reduce start-up costs by implementing electronic payment and invoicing products
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ePayments Financial Benefits Model — Doing the Math

*Payments Profile

*$100 million in non-payroll AP; $1,000 average transaction, 100,000 transactions per year
» 80% of AP payments made via check (80% of total AP $ spend)

= Days payable outstanding is 37 days (net 30 + 7 days mail float)

» Assuming the Level of “Average” Automation ($3.63 /transaction saved)

= Assume the following:
= 5% Cost of Funds
= Convert 50%, or 40,000 paper checks to electronic as follows:
— ACH increases by 30,000 transactions ($32M spend)
— Card increases by 10,000 transactions ($8M spend)
= Assume 20 days extended float savings on check to card migration

= 50 basis points rebate on card spend

Total estimated annualized checks migrated (25% of Checks)
Average savings per check migrated*

Total savings for check migration*

Value of float ($8mm for 20 days at 5%)

Estimated rebate (Based on $8M x 50bps)

Total estimated annual benefit savings annuity

40,000
$3.63
$145,200
$21,918
$40,000
$207,118
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What Best in Class Organizations Do

= Realize automation and outsourcing are primary enablers for value creation in Accounts
Payable

® |ncorporate outsourcing into Accounts Payable strategy

= Are aware that reducing paper process: achieves corporate “green” goals + cost
efficiencies

= Understand payments staffing levels can be stabilized or reallocated

= Can examine vendor-relationship pricing through automation
(ACH or card)

= Can manage authority and control workflow in payment processes

Single-file solution:
helps migrate 40 to 70% of paper cheques to more cost-efficient
electronic payments.
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Program Implementation Tips



Look for these best practices in a provider’s approach to
solutions

= Modular yet scalable solution with options that give you flexibility to
meet your evolving needs for order to pay solutions

= A collaborative model that benefits all and delivers improved
relationships, as automation drives value for both buyer and supplier

= Integrated to simplify your user experience

= Flexible turn-key integration process that can support multiple
payment types in a format easily produced by your AP system

= Compelling ROI based on cost displacement, extended cash flow
benefits and potential rebates

= Proven supplier enrollment program with a large network of suppliers
that provides Day 1 value and can convert 40-70% of AP paper within
6 months

= Improved controls, compliance and fraud reduction
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“Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation. Lending, derivatives, and other commercial banking activities are
performed globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., member FDIC. Securities, strategic advisory, and other investment banking activities are performed globally
by investment banking affiliates of Bank of America Corporation (“Investment Banking Affiliates”), including, in the United States, Banc of America Securities LLC and Merrill Lynch, Pierce, Fenner & Smith
Incorporated, which are both registered broker-dealers and members of FINRA and SIPC, and, in other jurisdictions, locally registered entities.

Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured * May Lose Value * Are Not Bank Guaranteed.

These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered (the “Company”) in connection
with an actual or potential mandate or engagement and may not be used or relied upon for any purpose other than as specifically contemplated by a written agreement with us. These materials are based on information
provided by or on behalf of the Company and/or other potential transaction participants, from public sources or otherwise reviewed by us. We assume no responsibility for independent investigation or verification of such
information (including, without limitation, data from third party suppliers) and have relied on such information being complete and accurate in all material respects. To the extent such information includes estimates and
forecasts of future financial performance prepared by or reviewed with the managements of the Company and/or other potential transaction participants or obtained from public sources, we have assumed that such
estimates and forecasts have been reasonably prepared on bases reflecting the best currently available estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public
sources, represent reasonable estimates). No representation or warranty, express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be relied upon as, a
representation, whether as to the past, the present or the future. These materials were designed for use by specific persons familiar with the business and affairs of the Company and are being furnished and should be
considered only in connection with other information, oral or written, being provided by us in connection herewith. These materials are not intended to provide the sole basis for evaluating, and should not be considered a
recommendation with respect to, any transaction or other matter. These materials do not constitute an offer or solicitation to sell or purchase any securities and are not a commitment by Bank of America Corporation or
any of its affiliates to provide or arrange any financing for any transaction or to purchase any security in connection therewith. These materials are for discussion purposes only and are subject to our review and assessment
from a legal, compliance, accounting policy and risk perspective, as appropriate, following our discussion with the Company. We assume no obligation to update or otherwise revise these materials. These materials have
not been prepared with a view toward public disclosure under applicable securities laws or otherwise, are intended for the benefit and use of the Company, and may not be reproduced, disseminated, quoted or referred to,
in whole or in part, without our prior written consent. These materials may not reflect information known to other professionals in other business areas of Bank of America Corporation and its affiliates.

Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives trading, foreign exchange and
other brokerage activities, and principal investing as well as providing investment, corporate and private banking, asset and investment management, financing and strategic advisory services and other commercial services
and products to a wide range of corporations, governments and individuals, domestically and offshore, from which conflicting interests or duties, or a perception thereof, may arise. In the ordinary course of these activities,
parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, make or hold long or short positions, finance positions or trade or otherwise effect transactions, for their own accounts or the
accounts of customers, in debt, equity or other securities or financial instruments (including derivatives, bank loans or other obligations) of the Company, potential counterparties or any other company that may be involved
in a transaction. Products and services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of America Corporation. We have adopted policies and guidelines
designed to preserve the independence of our research analysts. These policies prohibit employees from offering research coverage, a favorable research rating or a specific price target or offering to change a research
rating or price target as consideration for or an inducement to obtain business or other compensation. We are required to obtain, verify and record certain information that identifies the Company, which information
includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as applicable, with the USA Patriot Act (Title Ill of Pub. L. 107-56 (signed into law October 26,
2001)) and such other laws, rules and regulations as applicable within and outside the United States.

We do not provide legal, compliance, tax or accounting advice. Accordingly, any statements contained herein as to tax matters were neither written nor intended by us to be used and cannot be used by any taxpayer
for the purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, marketing or recommending a partnership or other entity,
investment plan or arrangement to any taxpayer, then the statement expressed herein is being delivered to support the promotion or marketing of the transaction or matter addressed and the recipient should seek
advice based on its particular circumstances from an independent tax advisor. Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall be permitted to disclose the tax
treatment and tax structure of a transaction (including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or, except to the extent
relating to such tax structure or tax treatment, any nonpublic commercial or financial information) on and after the earliest to occur of the date of (i) public announcement of discussions relating to such transaction, (ii)
public announcement of such transaction or (iii) execution of a definitive agreement (with or without conditions) to enter into such transaction; provided, however, that if such transaction is not consummated for any
reason, the provisions of this sentence shall cease to apply. Copyright 2010 Bank of America Corporation.
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Louisville MSD Background
(Core Services)

Wastewater Collection
Wastewater Treatment
Drainage

Flood Protection



Louisville MSD Background

b
Customer Base / e,
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— 19,000 commercial ;
— 400 industrial e 0
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Revenue Composition

*FY 2010 operating revenues are projected to be
approximately $170.0 million.

* Approximately 95% of MISD’s revenues are
billed by the Louisville Water Company.

*90% of revenues collected by MSD are check
transactions with the remaining consisting of
credit cards, cash, and ACH transactions.



Remote Deposit Capture

BATE

Sy 1T

BATE

Sy 1T

Prepare checks for deposit

L

([ ©
Scan & convert checks into Electronic deposit is made
digital images in your office. into your bank account

Funds are credited to your account
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Benefits of RDC

e High dollar volume of check transactions
e Maximize funds availability schedule

e Elimination of lockbox

e Reduced trips to the bank

e Improved staff efficiencies



Positive Pay

*Check file is sent to the bank which typically
contains the check number and amount.

*Exceptions are flagged and the customer is
given an opportunity to approve or reject
exceptions.

*Reduces opportunities for check fraud.



Initiatives under consideration

e Qutsourcing portions of the payables function
e Cash Vault Tracking

e Kiosk Payment Sites

e Electronic Payables Program

e Enhancements to Positive Pay



Outsourcing of Payables Function

e A single input file to the bank for all payments
(check, card, ACH, and wire transfer) is
generated.

e Eliminates the need for in-house check
printing thus reducing the risk associated with
the payables function.

e Can earn rebates from the bank.



Cash Vault Tracking

e Beneficial to governments with frequent
deposit and/or armored carrier issues.

e Allows for the tracking of cash from the
deposit preparation stage to the crediting of
the deposit by the bank.



Kiosk Payment Sites

e |dea for governments that need multiple
payment sites.

e Can opt to purchase or lease the equipment.

e Can read various remittance advices (i.e.
utility bills, tax payments, parking tickets).



Electronics Payables Program

e Can be managed from or together with a P-card
Program.

e Card accepting vendors are provided with a
unigue account number.

e File is sent to the financial institution which
contains remittance information relating to each
Invoice.

e Credit limit on the card is increased by the
amount of the payment.



Electronics Payables Program
(con’t)

e Financial institution notifies the vendor of a
pending payment and provides the
remittance information.

e Card limit is reset to zero after the transaction
is completed.



Enhancements to Positive Pay

e Payee name verification — allows the bank to
compare the payee name on the check to file
provided by the government.

e Teller Line Positive Pay — enables bank tellers
to access the client issue information to
determine if a check presented for cashing at
a branch is valid.



Selection of Vendors

*Review existing bank relationships.

eUtilize existing government contracts - i.e.
General Services Administration (GSA).

*Prepare Request for Information followed by
a Request for Proposal.



Barriers to Implementation

el ack of Management Support .

eCost (fees, additional equipment, training, etc.).
eEase of use.

e|mpact on customers and vendors.



Questions??
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Marion M. Gee
gee@msdlouky.org
502-540-6522




