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There are several phases to obtaining information from providers for merchant services.  In the RFP make sure to address all issues that might arise, no matter how obscure. Merchant service providers include depository banks as well as non-bank firms that specialize in credit card processing for merchants.

Most prospective acquirers will want to quote only a discount rate. Ask for the cost to be unbundled.  In this manner you will be able to see how much the interchange rate, assessment rate, tier rate, processing rate and any other charges that are to be included in the discount.  An institution that will not unbundle the information may limit your options.

Understand that in with the cost there may be other charges for research, chargebacks, supplies (if offered) and there may be other miscellaneous charges included.  A bundled price will not tell you what these different charges are. Usually these costs are included in the price offered and there will not be any individual breakdown.  If you are a merchant with numerous locations, a bank that offers supplies within its price may be a benefit to your company. That all depends on how many supplies your company uses in any given month.

INTERCHANGE RATE

Interchange is a fee paid by the merchant, through the acquirer, to help subsidize cost of non-revolving accounts as well as the cost and risk associated with issuing credit cards. These funds go directly to the issuing bank. There are separate interchange rate structures for Visa and MasterCard. The Visa or MasterCard Association (made up of member financial institutions) sets the interchange rate. 

How the transaction was taken and processed will determine what interchange level the transaction will qualify for.  For example:

1. Type of card taken (Visa or MasterCard)

2. Was the card electronically swiped inside the establishment and the cashier could verify the signature?

3. Was the card manually keyed into the machine?

4. Was the card swiped at gasoline pumps?

The associations twice a year, in April and October review the rates and requirements. 

Novus, American Express are not part of the Visa/MasterCard Associations’ and therefore they can follow different rules.

ASSESSMENT RATE

Fees paid by the merchant, through the acquiring member (merchant processor), to support Visa and MasterCard Associations’ advertising and operating costs. These fees actually go to the Visa or MasterCard Associations, not the issuing bank.  This is how the Associations promote the brand name to the general public.  For example: Visa, “its everywhere you want to be”. “ For everything else there’s MasterCard”.

AUTHORIZATION NETWORK

An authorization network is a company that verifies the cardholders account status and open to buy with the issuing bank and provides an authorization response code accordingly. 

 Once a day the authorization network will pull all card activity from the merchant’s credit card equipment and send a settlement file to the acquirer (Processor for the merchant). 

The fees for the authorization network will also vary depending on your transaction volume and how you authorize the transaction.

 Example: Local number, 950 node, Watt numbers (1-800) or Satellite.

PROCESSING FEES

These fees encompass the cost incurred by the acquirers’ to settle credit card transactions. The processor will send the information to the Associations, and are responsible for the movement of the monies and the reporting of it to the merchant. In some cases there will be a 24 to 48 hour delay before the merchant receives the funds. Each processor has their own fees and these fees can be negotiated depending upon volume and ticket size. 

GENERAL INFORMATION

Some merchant agreements are set up to discount on a daily basis, others on a monthly basis. As a merchant, I have found that the monthly basis, with individual merchant identification, the best way for reconciliation purposes.

