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I ntroduction

The posting and reconciliation of wire paymentsaars a manual process because
sufficient remittance information does not travaéihathe wire transfer message. The
Association for Financial Professionals (AFP) hasrbworking with the Federal Reserve
Banks and The Clearing House, operators of the Fe@unds Service and CHIPS®,
to develop a solution to this problem. Recognizimgvalue of remittance information to
businesses, the Federal Reserve Banks and Thenglétuse agreed to expand their
formats to provide remittance information with wiransfers by late 2010. When banks
make this new format available to their corporatstomers, businesses will be able to
accurately identify incoming payments and post theithe correct accounts without
manual intervention and research.

Implementation is a multi-tiered process. Fedwmd CHIPS must transmit remittance
information between their systems and the bankekB will need to upgrade their
software and systems to transmit the data to amd their corporate customers.
Treasury workstation, ERP and accounting softwaogigers will also need to upgrade
their systems.

AFP conducted a survey in May of 2009 to ask ozgtions about the value of receiving
remittance information with wire transfers and flystems and software they currently
use to send and receive wires. The survey findwithgive banks, software providers
and wire transfer operators helpful informatiorttasy upgrade their systems to include
remittance data.

Executive Summary

Survey results highlight the value to organizatioheeceiving expanded remittance
information with wire transfers. Ninety-five penteof the survey’s 331 respondents
indicate that remittance information would be véleato their organizations if it were
made available in the wire transfer message. Vibg is shared consistently by
organizations of varying revenue sizes and wireivas, but is especially true for larger
organizations and those receiving 5,000 or more twansfers annually.

The majority of organizations expect to use the negsage data format to both send
and receive wires if it is made available to thgmniheir banks and software service
providers. As expected, wire transfecipients, who stand to benefit most from better
straight through processing rates, are most liteelyse the new message format—91
percent would use it. It is notable, though, @idatost two-thirds of organizations (61
percent) indicate they woukegnd remittance information with their outgoing wires,
perhaps in part to reduce the number of inquirnesfthe receiver of the wire transfer.
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The survey results also illustrate that the avditglof remittance information will have

a positive impact on the wire transfer volume gsfzable percentage of organizations
representing a significant percentage of total wiaéic. They expect their wire transfer
volume to increase, or at least not be eroded lgyation to alternative payment methods
that permit structured remittance information.

A wide variety of systems and software would beolagd in conveying remittance
information with wire transfers. However, bank-aded systems will play a major role.
Bank cash management systems are the primary dhasewby organizations to send
and receive wire transfers. Bank balance repodimjlockbox systems also play an
important role in the incoming wire process. Tregsvorkstations, accounts payable
and receivable, and to a lesser extent ERP systmadditional wire transfer
information channels.

Including remittance information with wire trans$exvould contribute valuable
efficiencies to the payment process, expediteltve 6f information between trading
partners, and add data certainty to complemergdhee-day certainty of funds.

Highlights of Survey Results

* Ninety-six percent of organizations receive incognvire transfers from third parties
via Fedwire and CHIPS, as well as through SWIFTsages communicating wire
transfer instructions.

o Organizations receive a median of 820 incoming svper year from third
parties. (Median volume statistics are preferablavierages as a measurement
of central tendency.)

o Organizations with annual revenues over $1 billieceive a median of 1,200
incoming wires per year, while those with annuakraies under $1 billion
typically receive 250 wires annually from third pes.

0 Some large organizations receive 150,000-350,068@mmg wires annually.

* The overwhelming majority (95 percent) of survegp@endents indicate that
remittance information would be valuable to thegamizations if it were included in
the wire transfer message.

o Over half (57 percent) of organizations with anmealenues over $1 billion
indicate that remittance information with wires wbe_extremelyaluable.

o The data would also be extremeigluable to 73 percent of organizations with
incoming wire transfer volumes of 5,000 or greadsryvell as to a majority of
organizations with wire transfer volumes betwed®1,and 4,999.

o Over half (57 percent) of organizations with anmeaienues under $1 billion
would find this data valuable.

o0 Among those with incoming wire transfer volumed @f00 or less, the
majority (54 percent) would consider the data vialeawhile over one-third
(39 percent) would find it extremelaluable.
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If wire transfer remittance information were madaitable by banks and treasury
workstation, accounting and ERP software provideuwsst organizations (91 percent)
expect to use the data to receive and post themmimg wires.

o Almost two-thirds of organizations (61 percent)igade that they would send
remittance information with their outgoing wires.

Including remittance information with wire transdewill have a positive impact on
the future wire transfer volume of a sizable petage of organizations.

o0 More than one-third of respondents (37 perceniatd that if remittance
information were provided, their organization’s evtransfer volume would
increase or at least would not be eroded by mmnabt alternative payment
methods that permit structured remittance inforarati

0 The positive impact of remittance information omeniransfer volume is
more likely at organizations receiving the greatestime of wire transfers —
5,000 or more — annually.

Bank cash management systems are the primary dhasetby organizations to
send wire transfers.

o Eighty-four percent of organizations use their bausiystem for outgoing
wires. Other channels used include accounts payabhasury workstations
and ERP systems.

Bank cash management systems are also used byatynaj organizations (59
percent) to receive incoming wire transfers.

o Bank balance reporting systems also play a sigmificole in the incoming
wire process, used by 45 percent of respondeniteer@hannels include bank
lockbox systems, accounts receivable, treasury statibons and ERP
systems.

The BAI format is the format most frequently usgdobganizations for wire transfer
information.

o Fifty-four percent of organizations use BAI. Otli@mats used by a sizable
percentage of organizations are the SWIFT MT aedaDI/STP 820.

The following table summarizes some of the highghom the survey responses across

key categories. Survey respondents with annuaimess exceeding $1 billion or

receiving 5,000 incoming wires per year are hidttkgl separately because their answers

varied somewhat from the general survey populaiwhthey are responsible for the
majority of wire transfer transactions.
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All
Organizations

Annual
Revenues
greater than
$1 billion
(55% of
organizations)

Annual
Incoming Wire
Volume > 5,000
(13% of
organizations)

Wire Remittance | nfor mation:

Extremely Valuable 47% 57% 73%
Valuable 48 36 27
Not Valuable 5 7 *
Expect to use wireremittancefor:
Receiving and posting 91% 91% 93%
Sending 61 63 70
Do not expect to use 4 5 *
Impact of wire remittance on future
volume:
Will request more incoming wires 20% 19% 23%
More high vall_Je / urgent checks will be 18 18 21
replaced by wire
Fewer eX|§t|ng wire transfers will migrate| 13 13 26
to alternative channels
Will send more outgoing payments by wire 12 11 14
No impact 63 64 55
Software or system used for outgoing
wires:
Bank cash management system 84% 85% 82%
Manual forms 22 20 24
AP 20 22 11
Treasury workstation 21 25 39
ERP 15 19 16
General Ledger 10 10 5
Software or system used for incoming
wires:
Bank cash management system 59% 57% 51%
Bank balance reporting system 45 46 46
A/R 25 32 26
Bank lockbox system 25 30 33
Treasury workstation 24 33 41
ERP 17 22 15
General Ledger 14 16 8
Manual forms 12 10 8
Format used for wire:
BAI 54% 59% 58%
SWIFT MT 30 28 21
EDI/ STP 820 23 26 28
Proprietary 12 15 14
ISO 20022 XML / SWIFT MX 2 3 7
Other XML 2 2 5
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Survey Findings

Wire Transfer Volume and Value

Almost all survey respondents (96 percent) inditlase their organizations receive
incoming wire transfers from third parties via Fédwand CHIPS, as well as through

SWIFT messages communicating wire transfer ingonst

Receipt of Incoming Wire Transfersfrom Third Parties
(Percentage Distribution)

All Annual Revenues Annual
Organizationg Under $1 Billion | Revenues Ove
$1 Billion

My organization
receives incoming wire 96% 95% 97%
transfers
My organization does
not receive incoming 4 5 3
wire transfers

Organizations receive a wide range of wire trassper year from third parties. As some
large organizations receive 150,000-350,000 incgmiimes annually, median volume
statistics are preferable to averages as a measat@icentral tendency. The median
number of incoming wire transfers for all organiaas is 820. Wire volume varies
significantly by organization size. Organizatianish annual revenues over $1 billion
typically receive 1,200 wire transfers per yearjlesthose with annual revenues under $1
billion receive a median of only 250 wires annual{iNote: Fifty-five percent of survey
respondents work at organizations with annual regsrover $1 billion.)

The median dollar value of incoming wires from thiparties is $75,000,000 per year.
There are significant differences in the dollarneadf transfers received by large and
small organizations.

Annual Incoming Wire Transfers

Median
Volume of Incoming Median
Wire Transfers Dollar Value
All Organizations 820 $75,000,000
Annual Revenues Under
$1 Billion 250 $20,000,000
Annual Revenues Over
$1 Billion 1,200 $500,000,000

Over half of organizations (57 percent) report ndog 1,000 or fewer wires per year.
Among organizations with annual revenues underilidrh the majority (78 percent)
receives 1,000 or fewer wires annually. The voluséribution of incoming wire
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transfers is greater among organizations with amewanues over $1 billion. Two out
of five receive 1,000 or fewer wires; while 21 partreceive 5,000 or more annually.

Volume Range of Incoming Wire Transfers Per Year
(Percentage Distribution)

Volume of Annual
Incoming Wire Revenues| Revenues
Transfers Per All under Over $1
Year: Organizations| $1 billion Billion
0-1000 57% 78% 40%
1001-2000 20 8 33
2001-4999 9 5 15
5000+ 13 8 21

Value of Remittance I nformation and I mpact on Payment Activity

The remittance information that will be providedaigsinesses in the expanded wire
transfer format will include:
* Remittance Originator (including contact namegpmanumber, and e-mail
address)
* Remittance Beneficiary
* Primary Remittance Document Information (e.gvoice Number or Bill of
Lading Number, etc.)
* Actual Amount Paid
* Gross Amount
» Negotiated Discount
* Adjustment Information
 Date of Remittance Document
» Secondary Remittance Document Information (€grchase Order Number or
Dispatch Advice Number, etc.)
» Remittance free text

The format of the data will be compatible with btitle EDI-based STP 820 standard and
the XML-based ISO 20022.

The overwhelming majority (95 percent) of survegp@endents indicate that this data
would be valuable to their organizations if it wareluded in the wire transfer message.
Both large and small organizations would find valuéhe data.

The larger the organization and the higher the waesfer volume, the more valuable
the data would be. Over half (57 percent) of oizions with annual revenues over $1
billion indicate that remittance information withres would be extremelyaluable. The
data would also be extremealgluable to 73 percent of organizations with incaywire
transfer volumes of 5,000 or greater, as well asnwajority of organizations with
volumes between 1,001 and 4,999.
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But remittance data would also be valuable to snallganizations and to those with
lower wire transfer volumes. Over half (57 per¢@iftorganizations with annual

revenues under $1 billion indicate they would fihis data valuable. Among those with

incoming wire transfer volumes of 1,000 or less, tajority (54 percent) would
consider the data valuable, while over one-thi@ig8rcent) would find it extremely

valuable.

Value of Wire Transfer Remittance Information
(Percentage Distribution)

Annual Revenues Annual Revenues
All Organizations Under $1 Billion Over $1 Billion
Extremel)_/ va_IuabIe to 47% 39% 5704
my organization
Valuaple to my 48 57 36
organization
Not at all _vaIL_JabIe to 5 4 7
my organization
Value of Wire Transfer Remittance | nfor mation
(Percentage Distribution)
1001- 2001-

Annual Wire Transfer Volume: 0-1000 | 2000 4999 5000+

Extremely Valuable 39% 57% 58% 73%

Valuable 54 39 39 27

Not at all Valuable 7 4 3 0

If wire transfer remittance information is made italale by banks and treasury
workstation, accounting and ERP software provideusst organizations (91 percent)
expect to use the data to receive and post themmimg wires. This is not surprising as
wire transfer recipients are the major beneficeaeinformation that allows for more
efficient posting and reconciliation of incomingres.

On the originating side, almost two-thirds of orgations (61 percent) indicate that they
would send remittance information with their outgpiwvires. This result may reflect the
fact that there is less need for payers to devafétsme to respond to research calls from
recipients when sufficient information accompartfeswire.

There is relatively little difference in anticipdtasage by size of organization; both large

and small groups expect to use the data. Onlygetrent of respondents would not
expect to use the new functionality.
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Anticipated Use of Remittance Information if Made Available
(Percent of Organizations)

Annual Revenues Annual Revenues
All Organizations Under $1 Billion Over $1 Billion
R_ecelvmg and posting 91% 89% 91%
wire transfers
Sending wire transfers 61 62 63
My organization does
not expect to use this 4 4 5
new functionality

Regardless of wire transfer volume levels, the migjof organizations expect to use
remittance information for sending and receivingawiransfers if it is made available.
Notably, organizations with wire transfer volumé&@®00 or greater would be the most
likely to use the data in their outgoing wires.

Anticipated Use of Remittance Information if Made Available
(Percentage Distribution)

1001- | 2001-
Annual Wire Transfer Volume: 0-1000 | 2000 4999 5000+
Receiving and posting wire transfers 82% 87% 97% 93%
Sending wire transfers 56 56 55 70
My organization does not expect to yse 6 7 . .
this new functionality

Including remittance information with wire transdewill have a positive impact on the
future wire transfer volume of a sizable percentafggrganizations. More than one-third
of respondents (37 percent) indicate that if reanite information were provided, their
organization’s wire transfer volume would increaseat least would not be eroded by
migration to alternative payment methods that pestniictured remittance information.
* Twenty percent of organizations would request thate payments be sent to
them by wire transfer.
» Eighteen percent would increase their use of waesfers in place of high-value
or urgent checks.
» Thirteen percent will be less likely to migraterfravire transfers to alternative
payment methods that permit structured remittanfamation.
* Twelve percent of organizations will make more oirig payments by wire
transfer.

Sixty-three percent of organizations indicate #va@tanced wire transfer remittance
information will notimpact their wire transfer volume. There is littliéference between
large and small organizations in the anticipateplaiod on wire transfer volume from
enhanced wire transfer remittance information.
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Impact of Wire Transfer Remittance I nformation on Future Wire Transfer Volume
(Percent of Organizations)

Annual Revenues Annual Revenues
All Organizations| Under $1 Billion Over $1 Billion
Request more incoming
payments be sent by wire 20% 19% 19%
transfer
M_ore high value/urge_nt checks 18 20 18
will be replaced by wire transfer
Fewer existing wire transfers will
migrate to alternative payment
methods with structured 13 13 13
remittance data
Send_ more outgoing payments 12 10 11
by wire transfer
Enhanced wire transfer
_remlttance |nformat|?n WI|| not 63 63 64
impact my company’s wire
transfer volume

The positive impact of new remittance information on wire trarsfolume is more likely
at organizations with the greatest volume of wiams$fers—those receiving 5,000 or
more wires annually. About one-quarter of theggviolume wire recipients would
request more payments to be sent to their compaidesire transfer. A similar
percentage would migrate fewer existing wire trarsto alternative payment methods
that permit structured remittance data.

Impact of Wire Transfer Remittance I nformation on Future Wire Transfer Volume

(Percent of Organ

izations)

Annual Wire Transfer
Volume

0-1000

1001-2000 2001-4999

5000+

transfer

Request more incoming
payments be sent by wire 18%

11% 23%

23%

by wire transfer

Send more outgoing payments

12

14

transfer

More high value/urgent checks
will be replaced by wire

18

21

Fewer existing wire transfers
will migrate to alternative

payment methods with
structured remittance data

16 7

26

transfer volume

Enhanced wire transfer
remittance information will
not impact my company's wirg

58

D

69 71

55
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Softwar e and Systems Used for Wire Transfers

Outgoing Wires

A wide variety of systems and software would beolagd in conveying remittance
information with wire transfers. Banks have thgonaole. Bank cash management
systems are the primary channel used by organimatmsend wire transfers. Indeed, 84
percent of organizations use their bank’s systanoditgoing wires. Other channels are
used by a smaller percentage of organizations s& heelude: manual forms (22
percent); accounts payable (20 percent), treasaorkstations (21 percent) and ERP
systems (15 percent). Organizations were ablelectsmore than one system in their
response.

Of the 84 percent of organizations that use bask caanagement systems, about one-
guarter (28 percent) need to store remittance nm&bion in order to transmit it to their
banks. Most users of other systems have little nestbre the data.

Software or System Used for Outgoing Wires
(Percent of Organizations)

Organization Must Store
Software or System | Remittance Information to
Used Transmit it to the Bank
Bank cash management 84% 280
system
Manual forms 22 9
AP 20 17
Treasury workstation 21 11
ERP 15 10
General ledger 10 6
Other 8 4

Regardless of the actuadlume of outgoing wires, bank cash management systems are
the method used most frequently to send outgoimgsviHowever, organizations with an
annual volume of 5,000 or more incoming wires aceanikely to indicate that treasury
workstations are involved in the outgoing wire @ss.

Software or System Used for Outgoing Wires
(Percent of Organizations)

Annual Wire Transfer

Volume: 0-1000 | 1001-2000 2001-4999 5000+
Bank cash management systegm 88% 89% 86% 82%
Treasury workstation 14 27 23 39
Manual forms 23 23 27 24
ERP 12 21 13 16

AP 18 32 37 11
Other 7 5 7 8
General ledger 12 11 10 5

© 2009 The Association for Financial Professionals, Inc. All Rights Resetved. 10



Incoming Wires

Bank cash management systems are used by a majbaotganizations (59 percent) to
receive incoming wire transfers. Bank balance mapp systems also play a significant
role in the incoming wire process, used by 45 pdroérespondents. Organizations
were able to select more than one system in thgpanse to the survey question about

incoming wire transfers.

Other systems have a greater role in wire trangferpt than they do in origination.
These include: accounts receivable (used by 2%p8rdank lockbox systems (25
percent), treasury workstations (24 percent) anB Bygstems (17 percent).

A small minority of organizations indicate that yhmaust store remittance information in
order to post and/or reconcile incoming wire transf Those organizations are primarily
users of bank cash management systems (18 peroshstare data), bank balance
reporting systems (17 percent) and accounts rdueisystems (16 percent).

Software or System Used for Incoming Wires
(Percent of Organizations)

Software or System Organization Must Store Remittance
Used Information with this System
Bank cash management system 59% 18%
Bank balance reporting system 45 17
AR 25 16
Bank lockbox system 25 11
Treasury workstation 24 11
ERP 17 10
General ledger 14 7
Manual forms 12 5
Other 7 3

System use varies by volume of incoming wire trarssfOrganizations with an annual
incoming wire transfer volume of more than 1,008 more likely to use bank lockbox
systems and treasury workstations in their inconning process than are organizations
with an annual volume up to 1,000.

Software or System Used for Incoming Wires
(Percent of Organizations)
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Annual Wire Transfer Volume:| 0-1000 | 1001-2000] 2001-4999 5000+
Bank cash management system 63% 629 66% 51%
Bank balance reporting system 44 52 52 46
AR 22 36 24 26
Bank lockbox system 19 33 28 33
Treasury workstation 15 33 41 41
ERP 17 21 14 15
General ledger 16 17 14 8
Manual forms 12 19 14 8
Other 6 5 7 8



The BAI format is the format most frequently usgdobganizations for wire transfer

information.

Fifty-four percent of organizationse BAI. Other formats used by a

sizable number of organizations are the SWIFT Md e EDI/STP 820. Larger
organizations with annual revenues over $1 bilaom more likely to use BAI and the

EDI/STP 820 formats than smaller organizationkeliise, organizations with an annual

outgoing wire transfer volume over 2,000 were atgwe likely to use these latter

formats. Organizations were able to select maaa tine format in their survey response

to this issue.
Format Used for Wire Transfer Information
(Percent of Organizations)
Annual Revenues Annual Revenues
All Organizations Under $1 Billion Over $1 Billion
BAI 54% 51% 59%
SWIFT MT 30 33 28
EDI/STP 820 23 17 26
Proprietary 12 9 15
ISO 20022 XML or 5 5 3
SWIFT MX
Other XML 2 3 2
Other 22 24 20
Format Used for Wire Transfer Information
(Percent of Organizations)
Annual Wire Transfer Volume:|  0-1000 1001-2000 | 2001-4999 5000+
BAI 41% 49% 55% 58%
EDI/STP 820 16 20 29 28
SWIFT MT 27 27 19 21
Proprietary 9 16 10 14
ISO 20022 XML or SWIFT MX 2 0 0 7
Other XML 1 2 0 5
Other 20 24 16 12
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About the Survey

In May 2009, the Association for Financial Professils conducted a survey on the value
to organizations of receiving remittance informatith wire transfers and the systems
and software they use to send and receive wirsfees) AFP sent surveys to over 3,000
corporate practitioner members and received 33doreses. After adjusting for mis-
delivered email, the response rate was nine percérg 331 responses are the basis of
this report. The survey questionnaire and reporeweoduced by the Research
Department of the Association for Financial Proi@sals, which is solely responsible for
the content.

The demographic profile of the survey respondentsons that of AFP’s membership.
The following table summarizes the characteristicthe survey respondents.

Industry Classification
(Percentage Distribution)

Manufacturing 19%

Energy (including utilities) 13

Insurance 11

Retail (including 10
wholesale/distribution)

Banking/Financial services 7

Government

Non-profit (including education)

Health services
Telecommunications/Media
Business services/Consulting 4

a|o|lo|@

Real estate

Software/Technology

Construction

Transportation

il I CH L I N

Hospitality/Travel
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Annual Revenues

(Percentage Distribution)

Under $50 million 6%
$50-99.9 million 4
$100-249.9 million 10
$250-499.9 million 11
$500-999.9 million 14
$1-4.9 billion 31
$5-9.9 billion 9
$10-20 billion 9
Over $20 billion 6
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AFP Research

AFP Research provides financial professionals pttiprietary and timely research that drives
business performance. The AFP Research team iy/Ibthnaging Director, Research and
Strategic Analysis, Kevin A. Roth, PhD, who is jihby four research analysts. AFP Research
also draws on the knowledge of the Association’simers and its subject matter experts in areas
that include bank relationship management, riskagament, payments, and financial accounting
and reporting. AFP Research also produdelR EconWatch, a weekly economic newsletter.

Study reports on a variety of topics, including A&-8nnual compensation survey, akfeP
EconWatch, are available online atww.AFPonline.org/research

_ Association fqr
Financial Professionals

About the Association for Financial Professionals

The Association for Financial Professionals (AFP) serves aonlett more than 16,000 treasury and
finance professionals. Headquartered in Bethesda, MD, AFRdporiembers with breaking news,
economic research and data on the evolving world of treasufinande, as well as world-class
treasury certification programs, networking events, financialtoal tools, training, and public
policy representation to legislators and regulators. ARReislaily resource for treasury and finance
professionals.

AFP's global reach extends to over 150,000 treasury and fah@nofessionals worldwide, including
AFP of Canada, AFP's gtnews, an on-line resource for theityeasd finance community, and the
London-based bobsguide, a financial IT solutions network.

General InquiriedAFP@AFPonline.org

Web Sitewww.AFPonline.org

Phone 301.907.2862
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