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D R I V I N G  T E C H N O L -
O G Y

N E W
A P P R O A C H

Technology often drives the marketplace to a cross-

roads that invites participants to decide whether to

adopt a new approach or to maintain the status quo.  

Consumers and businesses making financial decisions

have reached such a crossroads. With gathering momen-

tum, they are adopting a new approach to moving

money:  financial electronic commerce. Driving this

trend are new-generation technology, and the conve-

nience and efficiency that it brings. Driving the

technology is CheckFree. 
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Our fiscal 1998 was, in many ways, a momentous year...We added 

48 new financial institutions to our client roster, extending our

market-leading distribution channel for financial electronic com-

merce services delivered to consumers under the brand of their

trusted financial institutions. We signed as clients 12 major billers – including

AT&T, which sends more bills per month than any other entity – cementing our early lead in the

emerging electronic bill presentment market. We augmented our 1,000+ electronic merchant connec-

tions with 120 more. Intuit‚ selected us as the provider of choice for bill presentment and payments

services through its Quicken® software and Quicken.com™ Web site.

We completed our announced divestiture of five software products that were not complementary to

our core business, retaining three that not only strengthen our relationships with financial institutions

and billers, but deliver healthy growth and profitability as well. Our Investment Services division

reached 500,000 managed portfolios, a 70 percent increase over the prior year.

Each of our divisions posted strong revenue growth and operating income improvements. Finally, we

closed the year with a 99 percent client retention rate and our first profitable quarter as a publicly-

traded company, on time with the schedule we had announced in 1996.

As significant as these accomplishments are, something even more compelling occurred in our fiscal

1998. It became eminently clear – to CheckFree and to those who follow this market – that the emer-

gence of the Internet as a pivotal financial interchange medium will accelerate, without disruption,

the move from paper to electronic banking. The distribution and processing infrastructure

CheckFree has patiently built over our more than 15 years of shaping this market now position us to

capitalize on the ubiquitous adoption of financial electronic commerce the Internet enables.

TH E LA U N C H O F A NE W ER A Concurrent with our announcement of our fiscal year 1998 results,

we publicly recalibrated our growth expectations for fiscal year 1999 based on a developing trend

among the financial institutions that serve as our distribution channel. Many were delaying their pro-

motion of online bill presentment, payment and banking services in order to replace their existing

PC-software based services with Internet-based ones – a move we had been advocating. In the

absence of vigorous marketing by financial institutions, our subscriber growth rates were slowing.

We modified our expected performance based on this information, and shared our new performance

targets publicly.

Some stakeholders interpreted our lower subscriber growth expectations as a market slow-down. We

believe this move en masse by financial institutions from PC-software-based solutions to Web-based

ones clearly indicates the opposite: the preparation for an aggressive launch of services that will pro-

tect the position of financial institutions as consumers’ "trusted agents" for financial transactions.

As consumer demand for uninterrupted access to financial commerce services over the Internet con-

tinues to accelerate, banks and other traditional financial institutions cannot afford to let others rede-

fine what it means to provide financial services to their customers. In this new competitive land-

scape, software technology companies, Internet portal companies, and regional services firms seeking

national reach all become potential competitors.

All of which leads us to expect an exciting fiscal 1999.

P E T E K I G H TT O  O U R  S H A R E H O L D E R S



T R A N S A C T I O N

Consider this:18 of our top 30 clients are moving

to Internet-based services. Eight of the top 10

expect to be promoting Internet-based bill present-

ment, payment and banking services before the

end of June 1999. Three-fourths of the top 65

expect to have in-market solutions by then.

The "single log-on" opportunity the Internet

affords – simplifying the consumer’s access to a

broad range of services from one site – will spur

the robustness of offerings and consumer adop-

tion. Bank costs will be lowered through the

removal of front-end software management and

paper-enrollment, and through the displacement of

telephone-based customer care with self-service

customer care over the Internet.

A browser-based Web format will foster uninter-

rupted growth in banks service offerings. Banks

will be able to add content and services, plus sup-

port additional consumer access devices over the

same platform. Billers – who for the past 10 years

have been a gating factor in this market – will

move to an accelerating one, as they seek to use

electronic bill presentment and payment services

to nurture interactive relationships with their cus-

tomers that augment total lifetime value, strength-

en retention and reduce costs.

As banks move to protect their "trusted agent"

position in this changing competitive environment,

they must manage two critical elements: user expe-

rience and the overall cost of execution. By part-

nering with CheckFree, the chances for success in

each is enhanced through four factors: (1) cus-

tomer care support and cost, (2) transaction deliv-

ery and settlement quality, (3) bill presentment and

payment cost, and (4) integration of electronic

banking, billing and payment.

This year, our company completed development of

our next-generation processing platform that will

enable us – and our customers – to leverage signifi-

cant economies of scale generated from volume

remittance processing, a single processing platform

and fully integrated customer care. This new plat-

form is capable of handling – with a "dial tone"

quality standard – the transaction processing for

electronic billing, payment and banking from 30

percent of all U.S. banking households. Round-

trip tracking, audit and support, Internet-based

self-help from sign-on to settlement, and "six-

sigma" quality levels are just a few of the market-

leading initiatives CheckFree clients will leverage to

drive success in program cost management and the

user experiences they deliver.

During the next year, our retained Software busi-

ness units and Investment Services division will

continue to provide key components of our

unmatched electronic commerce solutions. In

addition to dominating the market with account

reconciliation and compliance products,

CheckFree’s suite of electronic funds transfer solu-

tions continues to expand and reinforce our rela-

tionships with banks and businesses. CheckFree

Investment Services has already kicked off the new

year with the introduction of the Windows-based

version of its industry-leading portfolio-manage-

ment system – CheckFree APL.

E L E C T R O N I C
B A N K I N G

the emergence of the Internet as a pivotal financial

interchange medium will accelerate, without disruption,

the move from paper to electronic banking.
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Now, as the Internet begins to transform our financial services economy, CheckFree is executing on our

corporate strategy – continued growth and unmatched quality of service for our clients. While others in

the e-commerce market are just emerging, we  – through diligence and patience over the past 17 years –

stand ready to help our biller and financial institution clients capitalize on a true "new frontier."  

As the leading company in bill payment by a wide margin, and with a similar lead building in bill present-

ment, we are uniquely positioned. We are a full generation ahead of our competitors in most of our prod-

uct areas. We got here by developing and bringing to market products and services that virtually no one

else recognized or considered. Many companies are working on competitive products they intend to

bring into the market as quickly as possible, but while we are introducing new market implementations for

bill payment and presentment at an increasing pace, these potential competitors are still in the "pilot" or

drawing-board phases of development.

We are at the threshold of what has the potential to be a multibillion-dollar industry. Continuous inno-

vation and a goal of flawless execution are our strategies for maintaining our leadership position.

The foundation to support our success is in place. I believe our accomplishments this past fiscal year are

just the beginning of the rewards for our employees and shareholders as we transition to the next genera-

tion of financial electronic commerce. Our goal is to have one out of every five banking households using

CheckFree by 2001. Here’s to making that goal a reality.

Sincerely,

Peter J. Kight

Chairman and CEO 

CheckFree

September 24,1998

C H E C K F R E E  T I M E L I N E
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F I N A N C I A L  H I G H L I G H T S

S t a t e m e n t  o f O p e r a t i o n s  D a t a :

To t a l  r e v e n u e s

N e t  l o s s

N e t  i n c o m e  l o s s  p e r  c o m m o n

a n d  e q u i v a l e n t  s h a r e s  o u t s t a n d i n g

We i g h t e d  a v e r a g e  c o m m o n  a n d

e q u i v a l e n t  s h a r e s  o u t s t a n d i n g

B a l a n c e  S h e e t  D a t a :

Wo r k i n g  c a p i t a l

To t a l  a s s et s

To t a l  s t o c k h o l d e r s '  e q u i t y

N e t  b o o k  v a l u e  p e r  s h a r e  

o u t s t a n d i n g

Year ended 

June 30,
1998

$233,864 

$(3,703)

$(0.07)

55,087 

$79,244 

$250,112 

$183,854 

$3.32 

1997

$176,445 

$(161,813)

$(3.44)

46,988 

$20,002 

$223,836 

$148,644 

$2.73 

Six Months
ended

June 30,
1996

$51,040 

$(138,567)

$(3.70)

37,420 

$45,496 

$196,230 

$137,675 

$3.32 

Year ended
December 31,

1995

$49,330 

$(215)

$(0.01)

28,219 

$81,782 

$115,642 

$99,325 

$3.09 
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OU R IN D U S T R Y – TH E MA R K E T P L A C E CO M E S HO M E During the early days of major

technology shifts, pioneering companies jockey for leadership. The winners become those who

are first to read the market correctly, develop appropriate strategies and remain focused,

undistracted by the excitement and confusion a new idea often brings.

Today’s technology shift is electronic commerce – the arrival of the marketplace in the con-

sumer’s home, courtesy of the Internet. That electronic commerce is viable is no longer in

question: an estimated 60 million consumers are online – browsing, researching, investing,

communicating, shopping and buying.

They are also banking electronically – and receiving and paying bills –  in growing numbers.

As technology-providers unify processing standards, as banks build and improve Web sites and

as merchants arrange for bills to be delivered online, financial electronic commerce is becoming

easier and inexorably more popular.

Electronic bill payment is established and growing, with 3.5 million consumers paying bills

electronically in 1997, nearly double the number in 1996 and more than four times the number

in 1995. Ramping up is electronic bill presentment; by the end of year 2000,a majority of non-

rural homes in the United States will have four or more bills available via electronic delivery.

Electronic bill delivery and payment are helping drive public perception of the Internet from

that of an interesting pastime to an indispensable household tool. And the company that is dri-

ving electronic bill delivery and payment is CheckFree.

CheckFree has been facilitating financial electronic commerce  since 1981 – long before the

Internet entered the American psyche. The company’s leadership is built on experience, proven

and superior capabilities, a sound strategy and focused execution. In an industry with numer-

ous new entrants, CheckFree has quietly distanced itself from the pack.

F I N A N C I A L  E L E C T R O N I C  C O M M E R C E :

THE SHIFT IS ON
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E - CO M M E R C E BU S I N E S S UN I T: OU R LE A D E R S H I P – A PL A T F O R M O F “D I A L

T O N E- QU A L I T Y” A N D CU S T O M E R CA R E Central to CheckFree’s strategy is providing the

core services and technology that enable financial institutions, as the trusted financial agents of

consumers and businesses, to deliver electronic bill presentment and payment services to users.

CheckFree provides financial electronic commerce processing services for more than 350 finan-

cial institutions – including nine of the top 10,as well as 23 of the top 25 and 40 of the top 50.

To fortify and grow those relationships, the company is continually and significantly improving

its already unparalleled processing infrastructure.

IN F R A S T R U C T U R E: TH E BE S T GE T S BE T T E R June of 1998 marked completion of

CheckFree’s platform consolidation project, code-named“Genesis,” which will replace the

Chicago; Columbus, Ohio; and Austin, Texas, processing operations. The new platform, housed

in Atlanta, can support up to 30 million customers, seven times current levels, and has redun-

dant back-up systems to support seamless, error-free performance. Over the next 12 to 18

months, CheckFree’s existing customer accounts will be migrated to this platform without

interrupting service.

In 1998, CheckFree also developed a new Remittance Processing Pipeline (RPP) that aggregates

remittances from today’s variety of bill payment and remittance processing systems. By provid-

ing a single source for payment consolidation, editing and routing, RPP streamlines processing

complexities and costs. Among the results are more efficient and effective consolidated pay-

ments, substantial increases in electronic delivery rates and reduced customer inquiries

and claims.

“We continue to believe that the Internet will be a significant

catalyst for consumer adoption of electronic bill

presentment/payment over the next few years, and that

CheckFree has the strongest competitive position in this

emerging market.”

Furman Selz, August 1998

THE INTERNET
M A R K E T P L A C E

CheckFree has been facilitating financial electronic 

commerce since 1981 – long before the Internet entered 

the American psyche.  
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“CheckFree has the advantage of a live product offering, an open

connection to billers, significant customer care capabilities and

an ability to combine bill presentment with by far the largest

and most sophisticated bill payment processing and remittance

engine in the industry.”

Lehman Brothers, May 1998

“ DI A L T O N E-Q U A L I T Y” Technology companies in new fields have long been known to tol-

erate errors in performance. A financial institution has no such luxury; its customers expect

their money to always be managed correctly. That expectation drives the core CheckFree com-

mitment to “dial tone-quality” service: the reliability consumers have come to expect at all times

from their telephone systems, backed by 24-hour customer care.

CO M P L E T E CU S T O M E R CA R E The arrival of financial electronic commerce owes much to

technology, but CheckFree recognizes the consumer as ultimately pivotal to success. A financial

institution’s customers will use the technology only if it is consistently reliable, and if there is a

swift and effective response when infrequent problems occur or questions need to be answered.

CheckFree has long provided 24-hour, 7-days-per-week customer care for the electronic billing

customers of its financial institution clients. During fiscal 1999, CheckFree Customer Care will

be taken to unprecedented levels by two new developments:

“Self-service” audit systems will enable consumers and billers, from their own computer

stations, to track every step of a bill’s electronic roundtrip. This advanced feature meets the

customer’s need for immediate information and CheckFree’s goals of complete and efficient

service.

The company has acquired a 150,000-square foot facility in Columbus, Ohio, increasing

available space there by nearly 50 percent. This expansion will ensure ample room for

Customer Care personnel and technology as the business continues to grow.

Underscoring its commitment to customer care, CheckFree recently named John Limbert exec-

utive vice president of customer operations. Mr. Limbert spent 20 years with $116 billion-asset

Banc One Corporation, where he was responsible for a consumer bank with more than 3,000

employees and 350 branches.
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F I N A N C I A L E L E C T R O N I C

C O M M E R C E P R O C E S S I N G

B a n k i n g  S o f t w a r e

Quicken®/QuickBooks

Microsoft Money (MS Money)

B a n k i n g  S e r v i c e  P r o v i d e r s

Home Financial Network (HFN)

Edify

Security First

EDS

B i l l  P a y m e n t

Via the Internet with:

Web Bill Pay

Integrion Financial Network

IFS BillPay

Using Touch-tone Telephone 

Bill Payment

Using Personal Financial

Management Software such as:

Quicken/QuickBooks

MS Money

HFN

Business Payments (formerly 

known as APChecks)

P r e s e n t m e n t

CheckFree E-BillSM

P a y m e n t  S o l u t i o n s

CheckFree DirectCollectSM

CheckFree ABT (Account 

Balance Transfer) 

S o f t w a r e

R e c o n c i l i a t i o n

CheckFree A.R.M.™

CheckFree ARP™/SMS

CheckFree RECON-Plus™

CheckFree RECON-Plus™ 

for Windows®  

CheckFree RECON Select ™

CheckFree RECON Trade™

C o m p l i a n c e

CheckFree APECS™

CheckFree IRS™

CheckFree LCR™

CheckFree RRS™

CheckFree YES™/PC for 

Windows® 

A C H

CheckFree PEP+™

CheckFree ACH Alliance 

Processing

CheckFree ACH Alliance 

Services

I n v e s t m e n t  S e r v i c e s

CheckFree APL

CheckFree APL Wrap

CheckFree APL Plus

H e a l t h  &  F i t n e s s

RCM2001…The Next GenerationSM

Checkfree Products & Services

Windows is a registered trademark of

Microsoft. Quicken is a registered

trademark of Intuit Corp.





U B I Q U I T O U S

A C C E S S

For financial electronic commerce to reach its

potential, ubiquitous access must be made

available, as it has been for ATMs, acceptance

of credit and debit cards and other technologi-

cal innovations.  

The process is well underway.  Millions of

households have personal computers and are

online.  Financial institutions are investing

in electronic services and gearing up to market

them aggressively.  The percentage of bills

that CheckFree pays electronically is more than

50 percent and climbing, and over one-fourth of

the top 100 billers have signed with CheckFree

for bill presentment. 

These advances, though impressive for a young

industry, will seem modest sooner than we

think.  Financial electronic commerce will be

as commonplace five years from now as satellite

television, cellular phones and e-mail are

today. 
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OUR CLIENTS
F I N A N C I A L  I N S T I T U T I O N S ,  B I L L E R S  

A N D  T H E I R  C U S T O M E R S

PA R T N E R I N G W I T H FI N A N C I A L IN S T I T U T I O N S: TH E CU S T O M E R’S TR U S T E D AG E N T S

CheckFree continues to extend its commanding lead in serving financial institutions. During

the past year, the company signed a 10-year agreement with the Integrion Financial

Network–an alliance of 17 major banks, IBM and Visa U.S.A. that represents more than 75 per-

cent of the nation’s banking households. Under the agreements, CheckFree supplies electronic

billing and payment processing for Integrion customers and manages Integrion’s electronic

banking center, which provides bill payment fulfillment and customer service for approximate-

ly 50 financial institutions.

In addition to the Integrion consortium, individual banks continue to endorse CheckFree by

extending relationships and initiating new ones. During fiscal year 1998, Richmond, Va.-based

Crestar Financial Corp. extended its remittance processing contract with CheckFree, and

Columbus, Ohio-based Huntington National Bank signed an agreement for home banking and

bill payment processing. At the same time, CheckFree secured key agreements with Banc One

and Chase Manhattan Bank – the largest bank in the United States. Both banks will work with

CheckFree to become the first U.S. banks to offer fully integrated electronic bill presentment

and payment to their customers.

By early 1999,18 of the 30 largest banks in the nation are planning to move from PC software-

based electronic banking solutions to Internet-based ones, with strong promotions to back

these new programs. Moreover, eight of the 10 largest U.S. banks plan to offer Internet-based

online banking solutions before the end of fiscal year 1999. Three-fourths of the top 65 banks

expect to be in the market with Web-based services by then as well.

BI L L E R S: TH E NE X T WA V E Another powerful CheckFree advantage is its relationship

with billers. For nearly two decades, the company has been building a database of merchants

that now numbers more than 3 million.

To serve every client and drive the adoption of electronic bill payment, CheckFree pays any bill,

whether to the dentist, preschool, lawn service, even the babysitter. Currently, CheckFree



processes nearly 10 million payments each month. Today, CheckFree’s Columbus platform

processes more than 50 percent of its transactions electronically. By year-end 1999, more than

half of all CheckFree’s transactions will be made electronically. The remainder must be

processed and sent by paper because not all billers have the infrastructure needed to receive

payments electronically.

The transformation from paper checks to all-electronic bill payments cannot happen

overnight. Therefore, CheckFree is uniquely able to offer its “pay-anyone” capability to serve

each bank or biller’s needs, until they are able to process electronic payments.

CheckFree also has made great strides in the emerging bill presentment market, with more than

one-fourth of the top 100 billers currently under contract – including AT&T, BellSouth, Chase

Credit Card and Mortgage, Florida Power & Light, First U.S.A.,American Electrical Power,

Southern California Edison,CUNA Mutual Group and HomeSide Lending. These efforts will

continue in fiscal-year 1999, moving closer to CheckFree’s goal of signing more than half of the

top 100 billers. CheckFree E-BillSM – the only fully integrated, end-to-end system for electronic

presentment and payment of richly formatted bills over the Internet – uses existing payment

systems and allows consumers to access and pay their bills through the branded home-banking

services of financial institutions. CheckFree also has announced bill presentment alliances with

“Market research firm Tower Group predicts banks will spend

$930 million annually on online banking applications and ser-

vices by 2002.”

TechWeb News, June 26,1998

E L E C T R O N I C
B A N K I N G

By early 1999, 18 of the 30 largest banks in the nation are

planning to move from PC software-based electronic banking

solutions to Internet-based ones, with strong 

promotions to back these new programs.  Moreover, eight 

of the 10 largest U.S. banks plan to offer Internet-based

online banking solutions before the end of fiscal year 1999.
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CheckFree E-Bill won the 1998 Marketing Award for Excellence

sponsored by Georgia State University and the Atlanta Business

Chronicle.

major billing outsourcers, including International Billing Services, a communications industry

statement processor serving 65 million consumers; and Total System Services, one of the

world’s largest credit card processors.

As billers and consumers begin demanding electronic bill presentment and payment, and as

banks prepare their next-generation Web offerings for these services, CheckFree is helping pro-

vide other access points, including its own Web site. Intuit Corporation uses CheckFree E-Bill

exclusively to present bills on its Quicken.com Web site and CheckFree payment services to

enable bill payment from its market-leading Quicken and QuickBooks software. Quicken has

more than 10 million users – with the potential for another 10 million consumers to access

Intuit’s services through its relationship with America Online.

For billers, the value of financial electronic commerce is both economic and strategic. The cost

of printing, processing and distributing paper-based bill payments ranges from 85 cents to

$1.50 each. The cost of electronic bill presentment and receiving an electronic payment, by

comparison, is about 40 cents each per round-trip. CheckFree can also reduce the cost of pro-

cessing incoming payments by more than 60 percent.

From a strategic standpoint, electronic bill presentment and payment enables billers to form

more personalized interactive relationships with their customers. Using CheckFree E-Bill, they

can embed graphics, logos, animation and “hot links” into the electronic bill to create marketing

messages and interactive “statement stuffers.” Further, they can add to their bills targeted, cus-

tomer-specific marketing messages and offers to help retain and grow customer relationships.

Currently, billers will find three electronic bill presentment models. One requires the consumer

to visit the Web site of each biller to first enroll, then receive and pay their bills – a cumbersome

prospect. Another routes all billing information through the bill presentment provider’s propri-

etary systems, raising data security concerns, limiting marketing opportunities and requiring

investment in the provider’s equipment.
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Today’s fully interactive financial management

Web sites provide customers with a new level of

access and convenience.  Receiving and paying

bills through the bank Web site of their choice

allows customers to obtain valuable time- and

money-saving information.

G r o w i n g  C u s t o m e r  R e l a t i o n s h i p s



In contrast, CheckFree E-Bill customers find all of their bills at one Web site – that of the finan-

cial institution or other consolidator of their choice. Data security is assured, since billers can

choose to present only summaries of their bills at these sites. The more detailed billing infor-

mation is stored securely at the biller’s site, which the consumer can access easily by clicking on

“bill detail.” These visits to biller sites also create compelling new marketing opportunities for

creative billers.

CO N S U M E R S: AC C E L E R A T I N G DE M A N D As well as satisfying the requirements of financial

institutions and billers, CheckFree’s model is ideal for consumers because it consolidates bills

conveniently in one location. That location – the financial institution’s Web site – is one that

they trust, and one they will visit anyway to conduct their electronic banking.

Americans spend on average about two hours a month paying the 18.2 billion bills a year sent

to them, according to Tower Group, a Newton, Mass.-based market research company. The

inevitable gravitation of consumers to efficiency and convenience, and their increasing access

to and comfort with technology, will help drive the adoption of financial electronic commerce.

The 2.4 million consumers CheckFree currently serves represent a 45 percent increase com-

pared to a year ago. Even so, the market is barely penetrated. About 2 percent of consumers

use electronic bill payment, and industry revenues total about $200 million. Within five years,

industry analysts believe the majority of banking households will move more money electroni-

cally than by paper-based systems and industry revenues will total approximately $6 billion.

Research indicates that consumers will begin utilizing bill presentment en masse when four

bills per month are presented online; CheckFree currently has enough billers in implementation

to generate two of those bills. The threshold of four will be reached simply by adding, for exam-

ple, one bill from the consumer's bank and one from a local utility.

As with previous technology shifts, such as the arrival of ATMs and credit cards, acceptance

and ultimately demand will accelerate as financial institutions ramp up availability and market-

ing. Experience has shown that subscribers are ready and waiting to enroll when financial

institutions aggressively market their electronic financial services: Preliminary figures indicate

as much as 10,000 subscribers per day.

Financial institutions are busy preparing their next-generation Web offerings for financial elec-

tronic commerce and plan to roll them out and market them extensively by early 1999.
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“Our partnership with CheckFree has provided Rittenhouse

with the portfolio management automation necessary to allow

us to turn our focus away from managing processes and toward

our greatest strength,managing assets.”

Diane Goldstein, vice president of operations for Rittenhouse

Securities Industry News, April 6,1998
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“Bill Burnham,(former) senior research analyst at Piper Jaffray

Inc., Minneapolis, said Harris (Trust and Savings Bank) is a ‘big

win’ for CheckFree and could signal that there will be more

attraction to this (ACH outsourcing) business.”

American Banker, February 11,1998

IN V E S T M E N T SE R V I C E S DI V I S I O N: 500,000 A N D CO U N T I N G CheckFree Investment

Services is a fast-growing, profitable division with products at the vanguard of the investments

industry. And, investments are another important component of financial electronic commerce

that, over time, will be integrated into the electronic-service packages of financial institutions.

CheckFree has quietly but impressively built this business. In just three years, the CheckFree

team has more than doubled the number of portfolios under management of CheckFree APL

and CheckFree APL Wrap, the leading portfolio-management system in the industry. A mile-

stone of 500,000 portfolios was achieved in June of 1998. The portfolios managed by

CheckFree’s institutional clients now total more than $350 billion in assets.

CheckFree APL and CheckFree APL Wrap are used by more than 225 money-management

institutions to offer their customers portfolio accounting, performance measurement, trading

and reporting systems. True to form, CheckFree is invisible in providing this service, which is

privately branded by the client. Clients include Brown Brothers, Northern Trust, Pershing (a

division of DLJ), Rittenhouse Financial Services and Charles Schwab & Co., Inc.

CH E C KFR E E’S SO F T W A R E DI V I S I O N: FO R T I F Y A N D EX P A N D RE L A T I O N S H I P S

In addition to its market-leading Electronic Commerce and Investment Services divisions,

CheckFree augments its position with cutting-edge software targeted toward essential opera-

tions of financial institutions.

Software applications exist where they build or reinforce CheckFree’s relationships with finan-

cial institutions and billers, two key constituencies in financial electronic commerce. With this

strategy in mind, CheckFree is extending its leadership in Automated Clearing House (ACH)

processing, reconciliation and compliance products and services.

The company continues to enhance its ACH processing capabilities. CheckFree dominates this

business, with more than two-thirds of the six billion ACH payments made each year processed

through the company’s ACH application software, PEP+™. Recently, CheckFree and Houston-

based US Dataworks announced an alliance to add US Dataworks’“Returnworks” module to

CheckFree’s ACH services. The new module helps financial institutions reduce costs and

increase revenue from more efficient management of ACH return items and returned checks

(RCKs).

CheckFree is also extending its ACH leadership overseas in Australia, Chile, Panama,

Guatemala, Colombia and Malaysia.

CheckFree leads in providing outsourced ACH services for financial institutions. As the devel-

oper of PEP+, CheckFree is uniquely positioned to capitalize on the leading software while

providing banks a cost-effective alternative with virtually unlimited capacity. In fiscal 1998,

Harris Trust and Savings Bank,a leading provider of cash management services, and First

Commerce Technologies, which furnishes transaction processing for more than 250 communi-
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ty banks, have outsourced their ACH processing to CheckFree. Combined, the two companies

conduct nearly 60 million ACH transactions per year. In addition, the ACH Business Unit

launched its first Alliance Services offering with NationsBank. Through this service, the PEP+

system remains resident at the bank, while CheckFree technical personnel – with the assistance of

a dedicated CheckFree liaison on-site at the bank – maintain PEP+ remotely.

Currently, 328 banks and businesses use CheckFree’s reconciliation products and services, includ-

ing CheckFree RECON-Plus™ for Windows, the industry’s leading account-reconciliation soft-

ware package. Companies that upgraded their systems to RECON-Plus for Windows during the

past year include AT&T, Blockbuster, Home Depot, Canada-based Rogers Cablesystems, the

Liquor Control Board of Ontario – the world's largest single retailer of alcoholic beverages – and

ABN AMRO North America, Inc.,a subsidiary of ABN AMRO Bank N.V., the world's 8th-

largest bank.

Leveraging its RECON-Plus for Windows technology, CheckFree recently launched CheckFree

RECON Trade™, a Windows-Based client/server solution for financial-service companies that

reconciles securities activity – providing yet another link to financial institutions. Early clients of

RECON Trade include ABN AMRO North America, Inc.

CheckFree continues to expand its niche in providing reconciliation solutions for banks and cor-

porations through other new product introductions, including CheckFree A.R.M.™, an accounts

receivable (A/R) matching solution that will help financial institutions streamline A/R processing

for their corporate customers, and CheckFree RECON Select ™, a Windows-based, client/server

solution for automating reconciliation operations organization-wide.
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O N  T H E

CheckFree is on the threshold of leading a

multibillion-dollar industry.  Assuming nothing,

the company will protect and advance its lead-

ership by meeting financial goals, delivering

“dial tone-quality” service, adding and improv-

ing business relationships, enhancing products

and services and carving new niches in finan-

cial electronic commerce.  Pioneering is not

enough; CheckFree is committed and prepared to

move past the threshold to sustained leader-

ship.  

Every so often, a company recognizes a coming

technology shift before the rest of the market-

place.  If the company builds itself around

this vision strategically and patiently, it can

lead an industry – even when it eventually

draws competitors many times its size.  

CheckFree is such a company, having spent the

better part of two decades building its leader-

ship in financial electronic commerce.  It has

performed the unglamorous but critical tasks of

building systems, compiling databases, creating

products and inter-connecting billers and

financial institutions.  Along the way, it has

cultivated the banking industry’s trust and
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