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p d From barter, to pebbles,
currency, checks & cards

.. Now Digital

The mechanism used to pay
for a good or service

Providing various stakeholders
revenue and profits
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Principle Actors In the Payments Game

A financial institution which A financial institution
Issues cards or maintains a = S A which accepts payment
financial relationship with the Payment % requests from a merchant
consumer or buyer of goods @ Schemes or seller of goods or

services ! ! services
COMMUNITY Payee S -
— [ssuler y  Acquirer SALEIsl
Nire : Ul Paymentech
TEXAS
m— .m . = Bankof America 27
An organization responsible for establlshlng the rules, :
. ] ) ) erchant Services
arbitrating differences, managing the central resources
and acting as the guarantor of last resort
Copsuer g WY Mlerenzine 4 M
Buyer e Seller
An individual or corporation purchasing goods or A corporation or vendor selling goods and services

services employing a recognized means of payment accepting a promise of payment from a consumer
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a Payment Cards Come
p In Multiple Flavors
Prepaid ("Pay Before")

Funds associated with method of payment are
loaded or purchased

Debit ("Pay Now")

Associated with the cardholder’s bank account VISA
(mostly) DEBIT £l

Account debited at time of purchase
(or at end of day) m ELI'SE
SHAZAM,

In the USA two forms of Cardholder Verification

Exist o
» Signature Debit - Like Credit ' INTERLINK

» PIN Debit - typical method employed globally

Credit ("Pay Later")

Line of credit associated with the method of

payment DISCOVER VISA 'ﬁ!
] . NETWORK 'cnu!w

Cardholder receives interest free loan J >

and are billed at the end of the period
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a Actors In the Payments Game
Circa 1980

Payment Schemes

Operating Regulations

Settiement Bank

ISO — Independent Sales Organization
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Actors In the Payments Game
Mid ‘80s Payment Processing Was Outsourced
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Actors In the Payments Game
Acquiring is About Transaction Volume
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Actors In the Payments Game
In the 90’s Internet Payments Added Complexity
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Actors In the Payments Game
Early 2000’s Mobile Began Changing Payments
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Actors In the Payments Game
2014 Apple Insisted On Tokenization
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p a The Payment Transaction Flow
Built on the ISO 8583 Standards

Terminal Floor Limit - a value defined by the Payment network under which a transaction to be presented in
clearing, need not be authorized, if the merchant checks to see if the card is not on the Hot List

Authorization - A transaction created by the terminal that is sent to the Issuer allowing the Issuer to
determine if the cardholder has the funds or credit avail

Clearing - the over night submission of payment transactions by the merchant to the acquirer to be used to
request payment from the Issuer and to ultimately pay the Merchant

Settlement - the end of day process to move funds from the Issuer to the Acquirer and ultimately to the
Merchant

Bankof America ”y/ V’ S A

Merchant Services

ISStIng
PFOCESSO:

ACOUIRNG

NIETCHIZNE
2 PrOCesSor:

Authorization (1100) or Financial Request (1200)

Available

Authorization (1110) or Financial Response (1210)

Batch Data Capture or Clearing(1240) - When not in a financial message

Financial Settlement
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p a Interchange paid by the Merchant and Acquirer to Issuer

$97.25 $97.5 $ 100
Merchant Service Interchange Fee Full amount
Charge (~ 2.5%) of purchase
(2.75%0)

Designed to Cover the Issuers:
Cost of Funds Fraud Loses
Cost of Processing

Plus Cost of Rewards & Issuer Profits




Payment
5.

Payor's Payee's

(331181 ACHICT:

Bank: Bank:

Any Questions

Philip@Andreae.com

www.andreae.com
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