Merchant Services: Business Case Studies

What every company should know about obtaining the lowest
credit card fees, and about managing its potential liability
regarding customer credit card security.

By Wade Tetsuka, C.P.A.

I. Introduction

n this age of “do more with less”, there is an ever increasing need to find ways

to save money while continuing to offer better products and services. At the
same time, the proliferation of sensitive and confidential information and the
fiduciary responsibility to protect this data is a growing concern. Both of these
issues could not be more relevant to credit card and purchase card acceptance,
in particular to businesses selling to Corporate America and to the Government.

This article will present actual case studies to illustrate many of the hidden
costs associated with credit card merchant fees (including some nationally
recognized providers). This article also contains important advice regarding PCI!
credit card security applicable to any merchant who accepts credit card
payments.

II. Case 1: Downgraded Transactions and No-refund policy on discount

This Case involves a $50 million annual revenue company engaged in the
distribution and after sales support for building security devices. This
corporation was paying as much as 9% of their net sales per month on credit
card fees as shown in Figure 1. There were two primary reasons for this. First,
the merchant service provider was “downgrading” business and corporate cards
to a “Non-Qualified” rate which increased the discount rate to over 4.5% from
the “Qualified” rate of 2.39%. Second, the company was accepting deposits
from customers by credit card to cover the cost of loaner devices which were
being provided; when loaner devices were returned, the customer was being
credited back the full amount, but the company was not being refunded its
discount fees previously paid to the merchant service provider.

Ypci= Payment Card Industry data security standard established by Credit Card Issuers and MasterCard and Visa.






