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Is Your AP Department Buried in Paper Processes?
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The Decline of Paper Checks

. Check payments are declining. Non-cash payments are
growing while check
- According to a Federal Reserve Payments Study?*, payments decline?

rate of decrease has slowed dramatically.

Instant payments
* Check payments down by 0.8 billion after 2017 2018
previous year’s decline of 2 billion. 11.0% f 12.5%

Checks

2017 2018
52.1% ‘ 51.6%
*Source: Federal Reserve Payments Study, 2016, Page 4

| thttps://www.pymnts.com/disbursements/2018/disbursement-satisfaction-index-convenience-certainty-choice-payment-methods,
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Digitization of Payments

Top reasons cited for P2E Migration
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check conversionl

Check challenges driving decline:

Initiate Reconcile Ra;search Forecast
_ ~$6 SR = Increasing cost of paper processes—
 Aversgecost per including postage costs

check payment*

N = Slow to reach customers—perceived as poor
- Reduced

> Coste customer service
: For electronic
~ payments = Loses from fraud and theft—plus the

additional costs for stop-payment and
reissues

1. 2015 AFP Payments Cost Benchmarking Survey; Best Estimated Cost for issuing a paper check on a per item basis—mean: $5.91, median: $3.00




Children’s Hospital of Alabama




Children’s Hospital of Alabama

* Founded in 1911.

* Deliver specialized medical care for ill, injured children,
offering inpatient, outpatient services throughout central
Alabama.

* Ranked among the best pediatric medical centers in the
nation by U.S. News & World Report.

« Offered more than 677,000 outpatient visits, 15,000
inpatient admissions in 2018.

* One of the largest pediatric medical facilities in the U.S.
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Paper Checks: The Bane of Accounts Payable

* Paper check processing was plaguing accounts payable
department.

*  Mounting costs for the hospital:
« 5,000 refund checks issued per year at a cost of ~$5 per item
* Returns
* Check reissues

*  Fraud

* Costly escheatment process for unclaimed checks

* All added to drain, strain on resources and increased FTE hours




Manual AP Processes Were Becoming Too Cumbersome

Hospital’s AP team had to:

* Make sure all check information was correct and
entered accurately.

* Manually generate file for bank to process refund
checks.

* Periodically review for checks that didn’t clear.

*  Work with State of Alabama to execute
escheatment process for unclaimed, undeposited
checks.
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The Influence of Demographic Preferences

. Patients are children but parents are
financially responsible for delivery of care.

. Majority of patient’s parents are
millennials (born between 1981 - 1996).

. They prefer payment choices.

. The see checks seen as inconvenient,
leading to uncashed or lost payments.




A Culture of Innovation

* Children’s Hospital of Alabama has rich
culture of innovation.

* Treasury’s mindset focused on modernizing
AP processes.

* Regularly seeks out new technologies to
drive efficiency.

* Treasury improvements support hospital’s
mission of delivering highest quality care.

* Improving the patient/consumer experience
was a key goal of digitizing payments.
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Prescription for AP Success

Bankof America

=2

aQyvd alvd3dd

400D 123456 R 9123

s> DD/DD DEBIT

CHRIS L MARTIN VISA

Treasury wanted flexible solution to meet the needs of
a wide demographic - including rural communities.

Prepaid Card solution for B2C patient refund
payments was ideal.

Card recipients can conveniently make card
purchases; obtain cash from an ATM, cash-back POS
transaction and/or bank teller; request a check for
complete balance and close account if they do not
wish to use the card.

Bank responsible for communication with patients,
about how program works, lifting the burden from AP.

Customer service handled by the bank.
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Choosing the Right Solution

* Banking partners can be the best resource for
identifying solutions.

*  Keep communication channels open about what
is and isn’t working in your payments function.

«  Communication opens doors that lead to
solutions for the problems you’re struggling with.




Card Program Implementation Process

* Dedicated implementation manager oversaw development of
project plan and technical follow-through.

* AP team worked closely with Bank of America to determine
how data for card payment distributions would be delivered.

* Requirements had to be confirmed for authentication, security
(non-standard token of patient Date of Birth).

* Confirmed platform hierarchy with Hospital and Practice
locations segregated for ease of reporting and reconciliation.

* Technology considerations reviewed on integrating data within
patient accounting system.




Transition from Paper to Electronic Payments

* Children’s of Alabama Hospital Account
launched, June 2018.

12 Children’s of Alabama Pediatric offices
launched, January 2019.

* Over 4,000 cards issued since start of program.

 Added valuable benefit for underbanked
population.

* Shifted to card payment environment with
minimum process changes.




A Healthy Outcome

* Cost of processing card payments vs. checks payments reduced by 20 - 25%.
* Escheatment liability, responsibility shifted to the bank.

* Reduction in paper checks has lowered risk of fraud.

* Less manual intervention frees up staff to work on mission-critical projects.

* Streamlined efficiency of AP and treasury processes.

* Improved patient/customer experience

* No cost to recipients.

e Virtually zero complaints.

* Card program opens door for additional innovative uses.




Treasury Best Practices

Maintain a proactive mindset, don’t shy away
from innovative payment tools.

Fully understand the payment needs,
preferences, and requirements of your
customers.

Don’t delay making important changes today
while waiting for the “perfect” technology
solution coming down the road.




What's on your mind?




Feel free to contact us...

Children’s
of Alabamas
Dawn Walton Jenny Wakeford
CFO Controller

Dawn.Walton@childrensal.org Jenny.Wakeford@childrensal.org

BANK OF AMERICA %7

Brian Grech
Head of Prepaid Card
brian.grech@baml.com
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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, Merrill
Lynch, Pierce, Fenner & Smith Incorporated and Merrill Lynch Professional Clearing Corp., both of which are registered as broker-dealers and Members of SIPC, and, in other jurisdictions, by
locally registered entities. Merrill Lynch, Pierce, Fenner & Smith Incorporated and Merrill Lynch Professional Clearing Corp. are registered as futures commission merchants with the CFTC and
are members of the NFA. Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured * May Lose Value * Are Not Bank Guaranteed.

This document is intended for information purposes only and does not constitute a binding commitment to enter into any type of transaction or business relationship as a consequence of any
information contained herein.

These materials have been prepared by one or more subsidiaries of Bank of America Corporation solely for the client or potential client to whom such materials are directly addressed and
delivered (the “Company”) in connection with an actual or potential business relationship and may not be used or relied upon for any purpose other than as specifically contemplated by a
written agreement with us. We assume no obligation to update or otherwise revise these materials, which speak as of the date of this presentation (or another date, if so noted) and are
subject to change without notice. Under no circumstances may a copy of this presentation be shown, copied, transmitted or otherwise given to any person other than your authorized
representatives. Products and services that may be referenced in the accompanying materials may be provided through one or more affiliates of Bank of America, N.A.

We are required to obtain, verify and record certain information that identifies our clients, which information includes the name and address of the client and other information that will allow
us to identify the client in accordance with the USA Patriot Act (Title Ill of Pub. L. 107-56, as amended (signed into law October 26, 2001)) and such other laws, rules and regulations.

We do not provide legal, compliance, tax or accounting advice.
For more information, including terms and conditions that apply to the service(s), please contact your Bank of America Merrill Lynch representative.

Investment Banking Affiliates are not banks. The securities and financial instruments sold, offered or recommended by Investment Banking Affiliates, including without limitation money
market mutual funds, are not bank deposits, are not guaranteed by, and are not otherwise obligations of, any bank, thrift or other subsidiary of Bank of America Corporation (unless explicitly
stated otherwise), and are not insured by the Federal Deposit Insurance Corporation (“FDIC”) or any other governmental agency (unless explicitly stated otherwise).

This document is intended for information purposes only and does not constitute investment advice or a recommendation or an offer or solicitation, and is not the basis for any contract to
purchase or sell any security or other instrument, or for Investment Banking Affiliates or banking affiliates to enter into or arrange any type of transaction as a consequent of any information
contained herein.

With respect to investments in money market mutual funds, you should carefully consider a fund’s investment objectives, risks, charges, and expenses before investing. Although money
market mutual funds seek to preserve the value of your investment at $1.00 per share, it is possible to lose money by investing in money market mutual funds. The value of investments and
the income derived from them may go down as well as up and you may not get back your original investment. The level of yield may be subject to fluctuation and is not guaranteed. Changes in
rates of exchange between currencies may cause the value of investments to decrease or increase.

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.

Copyright 2019 Bank of America Corporation. Bank of America N.A., Member FDIC, Equal Housing Lender. #AR9S84M3
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