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By David Heun

Because of the changes fostered by mobile 
payments, the industry can expect to see 
investment, acquisition and consolidation 
in the point of sale market over the next 
six to 12 months, analysts say.

Several companies specializing in 
point-of-sale technology will consolidate 
with bigger companies, or position their 
technology for sale, says John Guzzo, man-
aging director in the fi nancial technology 
and services group for investment bank 
Berkery Noyes.

“More companies are following the 
trend in which consumers are adopting 
other ways to pay at the point of sale,” 
Guzzo says.

By David Heun

If stores seem a little less crowded this 
holiday season, tablets and smartphones are 
likely to blame. The volume of e-commerce 
payments made via mobile devices surged 
during what some are now calling the “Cy-
ber Five” shopping days—from Thanksgiv-
ing through Cyber Monday.

The big jump in purchases through 
tablets and smartphones this holiday season 
is not surprising, considering major retailers 
are embracing e-commerce and mobile 
devices to increase sales and to counteract 
“showrooming”—the practice of perusing 
products in a store and then using smart-

By Ed McKinley

Small and medium-sized merchants plan 
to adopt multichannel retailing in a big 
way in the next 12 to 24 months, says an 
executive at SecureNet, an Austin, Texas-
based payments proces-
sor and acquirer.

That’s one conclu-
sion about multichannel 
retailing—which com-
bines bricks-and-mortar 
stores, online shopping 
and mobile payments—that emerged 
from a SecureNet survey , says Mark 
Engels, the company’s executive vice 
president of business development.

phones to comparison-shop at other stores 
or make a purchase from an online mer-
chant, says Scott Strumello of New York- and 
London-based Auriemma Consulting Group.

“Mobile has a signifi cant role to play 
now,” Strumello says. “Originally, retailers 
weren’t quite sure about it, but now they’re 
seeing it as a way to avoid losing a potential 
sale.”

IBM reports that the nation made Cyber 
Monday the biggest online shopping day in 
history with a 20.6% increase in sales, with 
mobile sales leading the way with more than 

The poll of about 7,000 merchants 
conducted in late September and early 
October indicates 88% of retailers fi nd 
multichannel initiatives important, and 
60% already accept payments in more 

than one channel.
Merchants are 

shifting quickly to 
multi-channel retailing 
because consumers de-
mand it, says Engels.

 “Traditionally, large-
volume players have pushed new technol-
ogy down to the market,” he observes. 
“Now the consumer is dictating to the 
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Looking for
an innovative gateway?

• Express Checkout and
Bill Me Later® payment options
help merchants increase sales 
and average order size.

• Give merchants access to
117 million active PayPal buyers.

• Capitalize on competitive buy
rates and revenue share models.

All payment gateways aren’t created equal.

We want to partner with you. Call 1-877-579-5976.
www.paypal.com/payflowpartner


http://pubads.g.doubleclick.net/gampad/clk?id=57906253&iu=/16059533/ISO_Weekly_PDF


  ISO&AGENT
December 12, 2013 �

Company	 Symbol	 Last Week’s	 Last Week’s	 Last Week’s	 % Change From
Low	 High	 Close	 Prior Week’s Close

Payments Stock Watch

American Express Company AXP 83.76 86.53 85.93 0.15%

Bank of America BAC 15.36 15.97 15.43 -2.47%

Calpian CLPI 1.2 1.75 1.66 30.71%

Chesapeake Financial Shares CPKF 18.12 18.4 18.12 -2.00%

Diebold DBD 32.61 34.12 32.93 -2.89%

Discover DFS 51.25 53.76 52.77 -1.13%

eBay EBAY 50.51 53.08 52.01 2.95%

FNDS3000 Corp FDTC 0.03 0.05 0.04 -20.00%

Global Payments GPN 62.12 63.53 63.37 0.51%

Heartland Payments HPY 43.79 46.21 44.6 -0.69%

Intuit INTU 73.47 75.03 74.91 0.89%

MasterCard MA 744.06 763.75 758.47 -0.31%

Newtek Business Services NEWT 2.5 2.86 2.82 7.63%

Payment Data Systems PYDS 0.06 0.08 0.06 -14.29%

Planet Payment PLPM 2.16 2.35 2.25 -4.26%

Sage SGE.L 3.46 3.81 3.65 4.89%

TSYS TSS 30.17 31.44 30.76 -0.93%

U.S. Bancorp USB 38.96 39.61 39.22 0.00%

Vantiv VNTV 29.54 30.78 30.76 1.52%

VeriFone PAY 24.71 25.87 25.13 -1.87%

Visa V 199.93 206.94 201.87 -0.78%

Wells Fargo & Company WFC 43.21 44.48 44.11 0.20%

WestAmerica Bancorp WABC 53.50 56.54 55.18 -0.36%

Is there a stock you would like us to track? Email edward.mckinley@sourcemedia.com
Source: Yahoo! Finance Monday through Friday

Square has released a mobile card reader 
that’s meant to improve accuracy and 
durability.

The new device looks like a thinner 
version of the company’s original square-
shaped reader, with a custom magnetic 
readhead and spring. The new version 
parses redundant data from cards to im-
prove swipes and is compatible with more 
mobile devices. The updated reader is also 
powered by the phone it’s plugged into, 
eliminating the need for a built-in battery.

Square offers the new reader for free to 
anyone who signs up for a Square account. 
The device will also be available at more 
than 30,000 retail locations next year.

By improving the mobile attachment, 
Square is refocusing on its original 
market of micromerchants. Lately, the 
company has devoted attention to tech-
nology designed for stores and mobile 
commerce. 

New Square Reader 
Targets Little Guys
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1990 - Terminal and supply deployment 
department created

1999 - Underwriting department issues 
its � rst merchant number

1988 - MSI (now EVO) processes � rst 
merchant application

2000 - Risk department is brought in-house 

2004 - $10 Billion processed annually 

2008 - EVO’s international expansion 
begins with the opening of EVO Canada 

2003 - 24 hour technical support and 
customer service built in-house

2004 - MSI is re-branded to
EVO Merchant Services, di� erentiating 
itself from the competition

2004 - EVO’s � rst telecenter opens, 
driving leads to its partners

2012 - $32 Billion processed annually
for nearly 300,000 businesses

2002 - Alliance partnership programs 
started and sets the standard for all 
portfolio builders

855.550.7253
www.goevo.com

25 YEARS
25 YEARS

EVO

CALL TODAY!

2012 - EVO chooses Deutsche Bank 
as its new BIN sponsoring bank

2009 - $20 Billion processed annually 
for over 235,000 businesses

2012 - EVO acquires PowerPay 

2012 - EVO acquires Deutsche Card 
Services (DeuCS) opening up to
39 countries worldwide, becoming...

EVO Payments International
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Brooklyn is teeming with New York natives, 
transplants and tourists, and the borough’s 
merchants sometimes struggle to keep up 
with all of the activity. Several are using mo-
bile point of sale systems from companies 
like ShopKeep to cut through the chaos.

“Mobile point of sale is a tool that has 
so much purpose now,” says Joel Branson, 
general manager at One Girl Cookies, a 
bakery with two locations in Brooklyn—one 
in Dumbo and one in Cobble Hill. “The cash 
register used to just hold cash and do the 
math, but [point of sale systems] today are 
really impressive.”

Branson says he’s come to depend 
upon the useful data gleaned from the 
analytics components of mobile point of 
sale terminals. Through ShopKeep’s Sales 
Dashboard, he tracks how both locations 
are faring through his smartphone when 
he’s on the go, he says.

“I’m able to hone in on when we’re busi-
est to make a better schedule,” he says.

One Girl Cookies has been using Shop-
Keep for about two and half years. The iPad 
point of sale system has received steady 
updates in that time, Branson says.

The iPad terminal also helps One Girl 
Cookies when tourists that speak an-
other language come into the bakery, says 
Branson. The person staffing the counter 
can flip the iPad to face the customer, who 
then inputs his or her email address and 
signature, he says.

“We’re able to do more transactions per 
hour with ShopKeep,” Branson says. “We 
usually do about 400 transactions a day… 
saving four or five seconds off a transaction. 

cally, Walentas says.
“Customer lines went from 30 to 40 

people deep with long wait times, to no 
line at all and happy customers,” she says. 
“Transaction time went from taking several 
minutes to taking 30 seconds.”

Recently, ShopKeep POS added several 
new features to its system, including jump 
pages which categorize items and color but-
tons to group products.

“This update is what we’re calling the 
speed update,” ShopKeep’s Richelson says. 
“We’ve given back an interface that allows 
people to ring up transactions a lot faster.”

The categorized pages and colored but-
tons also help train employees, which cuts 
transaction time, especially for temporary 
staff hired during the holiday season.

During the holidays, merchants are likely 
condensing their sales in fewer days, says 
Richelson.

ShopKeep also deepened its partnership 
with retailintel.com, enabling transaction 
data to flow automatically into QuickBooks, 
Richelson says. “This automated bookkeep-
ing process…is a really an important part of 
running a business…because you shouldn’t 
have to do repeated processes all the time 
when a computer can do it much better and 
cheaper,” he says. 

MOBILE

ShopKeep Streamlines POS For Brooklynites
Seconds totally matter because those build 
up to hours and that can build up to a whole 
day.”

More than 8,000 merchants are using 
ShopKeep’s point of sale system, with a 
run rate of more than $1 billion, says Jason 
Richelson, founder and CEO of ShopKeep.

Branson says he “spreads the gospel” of 
ShopKeep to merchants like Jane and David 
Walentas. As the owners of Jane’s Carousel, 
they spent more than $60,000 on automated 
ticketing kiosks.

The husband and wife duo bought the 
kiosks to turn tickets into souvenirs, says 
Jane Walentas, in an emailed case study. “In-
stead of easy use and quick access for paying 
customers, the kiosks became a pain point 
for the business,” she says in the study.

The kiosks would freeze as a customer 
was making a purchase and were slow to 
load. Lines grew long at the carousel and 
discouraged other customers waiting to take 
a ride, she says.

The couple at first turned to manual 
ticket sales, and then started using Shop-
Keep’s system. Business operations at Jane’s 
Carousel improved immediately and drasti-

“Mobile point of sale is 
a tool that has so much 
purpose now.”

Joel Branson, 
One Girl Cookies
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The general expectation is that Millen-
nials—Americans born between 1980 
and 2000—will start paying down all the 
credit card debt they’re piling on when 
they’re older (and, of course, employed).

After all, that’s the broad trend you 
see across earlier generations.

But Lucia F. Dunn, a professor of eco-
nomics at Ohio State University, warns 
that a more dangerous pattern seems to 
be emerging.

Millennials are not only going deeper 
into debt than earlier generations did at 
the same age, they are paying it off so 
much more slowly that they seen likely 
to die still owing money, her analysis 
suggests.

“It was a wake-up call for us to see 
that,” says Dunn, who conducted the 
research with Sarah Jiang and published 
the results in the journal Economic 
Inquiry early this year.

“Attitudes toward taking on debt have 
clearly changed. Being in debt has sort 
of been gentrified. It’s not a stigma the 
way it used to be.”

Dunn acknowledges that college 
expenses and other factors are contrib-
uting to the current debt dynamic for 
Millennials.

But she still worries about their abil-
ity to dig out in the future, and she says 
the findings of her study suggest the 
banking and payment industries might 
be wise to start thinking about this issue 
too, if it wants to avert future losses.

The study looks at borrowing and pay-
ment data for more than 32,000 people 

But she has an idea for forestalling this 
grim outcome.

The same study found that when the 
minimum payment went up by 1%, the av-
erage payoff rate went up even more—by 
1.9%.

“It’s a psychological shock to people,” 
Dunn says. “That’s the only way we can 
explain it.”

She proposes that credit card issu-

ers—or perhaps policymakers—-act on 
that insight and use higher minimums 
as a tactic to help people get their debt 
under control. “It’s going to take some-
thing like that, because there’s so little 
self-discipline amongst consumers,” she 
says. “It’s so tempting just to slide by with 
the minimum.” 

CREDIT

Young Adults May Never Shed Debt, Prof Says
ages 18 through 85.

It finds that people born between 1980 
and 1984 are going to have much more 
debt at age 45 than previous generations 
did at the same age. On average, these 
“children,” as the study calls them, will 
owe $5,689 more at that age than their 
parents’ generation (people born from 
1950 to 1954) and $8,156 more than their 
grandparents’ generation (people born 
from 1920 to 1924).

The study also shows a troublesome 
difference in projected payoff rates for 
the youngest borrowers. The children’s 
payoff rate is 24 percentage points lower 
than that of their parents and 77 per-
centage points lower than that of their 
grandparents.

When Dunn analyzed the data across 
all ages, she found that credit card debt 
tends to start accumulating when a per-
son is young, peaks sometime in middle 
age and tapers off in later years. But when 
she separated the data by age groups, the 
pattern for the children diverged from the 
older generations, with debt continuing to 
build into their late 70s.

Being in debt has
gentrified. It’s not a
stigma the way it used
to be.

When the minimum 
wage went up, the
average payoff rate went 
up even more.

If you are an ISO looking for a new platform 
for your petroleum portfolio, PPS wants the 

opportunity to earn your business. 
PPS specializes in PAY AT THE PUMP 

processing for un-branded fuel stations. 
PPS is powered by First Data, offering 

the Buypass network and processing for 
all Major Fleet Cards.

• 24 hr funding - Consolidated Billing
 • Generous Referral Partner Program
  • Expert “in house” Customer Support 
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Partner with us.
Tel 949.973.9525
Business.Loan@CashCall.com
www.CashCallBusiness.comBusiness Loans

Uniquely designed for your merchants. Whether your merchants need immediate capital to take advantage of business 

opportunities, add additional inventory, or simply get them through a rough patch. No matter the need, refer them to 

CashCall Business Loans. CashCall is the direct funding source for consumer and business loans, processing over 100,000 

applications per month. As a partner, you will receive an individual, dedicated toll-free number and company branded 

(merchant-facing) landing page for your sales team and organization. Find out more today!

*Merchant must be approved by 2:00pm EST to receive same-day funding.

Business.Loan@CashCall.com Tel 949.973.9525 www.CashCallBusiness.com

Tired of declining portfolio revenues? Pick them up with CashCall,®Inc.
Fast, easy cash solutions that bring you more merchants!

Approvals in minutes with 
MERCHANT FUNDING the SAME DAY!*
24/7 Operation

Unsecured Business Loans
From $3,500 up to $50,000

Every SIC welcome
No Industry exclusions

Simple documentation
Just 2 months’ bank statements
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Isis Wallet Consortium
Certifies OTI Readers
On Track Innovations’ (OTI) contactless 
readers have received certification from 
the mobile wallet venture Isis, which re-
cently launched its Near Field Communi-
cation-based payment system nationwide.

Isis is a venture of AT&T, Verizon 
Wireless and T-Mobile. While other mobile 
payments providers opt for software-based 
payments, Isis’ commitment to NFC 
requires merchants to have the right hard-
ware to accept contactless payments. 

“Receiving certification from Isis 
provides additional validation of our NFC 
technology platform,” says Ofer Tziper-
man, CEO of OTI, in a press release. 
“The recent nationwide launch of the Isis 
Mobile Wallet marks a major milestone for 
the NFC industry. As this initiative gains 
momentum with the support of some of 
the world’s largest mobile operators and 
payment card companies, OTI is very well 
positioned to capitalize on this sea-change.”

OTI’s complete line of Saturn sales 
terminals and software have received Isis’ 
certification, OTI says. OTI’s readers will 
be featured on Isis’ website and in other 
marketing material, it says. 

The Virtual And Physical 
Are Blending For Shopping
For Cyriac Roeding, CEO and co-founder 
of shopkick, the marriage of virtual and 
physical shopping has never been as close 
as it is now.

“Everybody has been talking about 
this for years—the idea of walking around 
a store and making it a fully interactive 
experience with your mobile device,” says 
Roeding, the founder and CEO of shop-
kick. “We’re close to putting a physical 
layer on top of the digital world.”

Shopkick’s app rewards consumers 
for visiting stores, and the company is 
deploying new technology in an attempt to 

$1.025 billion.
“This is a historic day for our company,” 

said Bill Nuti, chairman and chief executive 
of Duluth, Ga.-based NCR  during an inves-
tors’ call. “Today we are fundamentally and 
permanently changing [our] largest line of 
business: financial services.”

The acquisitions of the two software 
companies, according to NCR, will enable 
the ATM maker to offer a fully integrated 
omnichannel portfolio of products that in-
cludes ATM hardware and software, branch 
hardware and software, digital banking, 
ATM and card transaction software, fraud 
detection software, check and imaging, 
electronic bill payment and presentment, 
and payment processing.

The deal, expected to close in first 
quarter of 2014, also gives NCR a new 
source of customers. More than two-thirds 
of Digital Insight’s 1,000 U.S. financial 
institution customers (about 800) are not 
NCR customers, said Nuti. All told, Digital 
Insight counts 12 million online banking 
users and nearly 4.8 million mobile end 
users as customers. NCR said the acquisi-
tion will enable the company to offer its 
additional approaches to mobile, bill pay 
and online banking. 

Vendor Briefs
make its model more granular by reaching 
consumers while they are in certain parts 
of stores, or by matching consumer prefer-
ences expressed online to product availabil-
ity in stores in real time.

Part of shopkick’s strategy is ShopBea-
con, an app that shopkick has deployed at 
Macy’s in New York and San Francisco. 
ShopBeacon welcomes consumers when 
they enter the store and shows location-
specific deals, discounts, recommendations 
and rewards. Merchants deploy ShopBea-
con by installing a device on a wall or other 
flat surface in their stores. The devices 
have a battery life of about five years. 

NCR Buys Digital Insight
To Become Omnichannel
NCR Corp.’s purchase of Menlo, Calif.-
based Digital Insight Corp. for $1.65 billion 
is a bid to deliver an end-to end omnichan-
nel experience to bank customers, accord-
ing to company executives.

The deal follows Intuit’s sale of the 
mobile and online banking unit to private 
equity firm Thoma Bravo LLC in August for 
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stop selling price
start selling business solutions

Mobile     |     Multi-Mid     |     Customizable

Retail     |     Restaurant     |     Analytics

EMV     |     NFC     |     Color Screen
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The Fed Defends Method
Of Capping Interchange
The Federal Reserve Board says it acted 
properly in establishing debit interchange 
caps and fully abided by the Durbin 
Amendment’s requirement for merchants 
to have two unaffiliated networks to choose 
from for routing debit transactions.

The board filed its reply to allegations 
from merchants to the U.S. Court of Ap-
peals as part of a process initiated when 
Judge Richard Leon called out the board in 
July for setting a new debit interchange cap 
too high for merchants, thus giving banks 
targeted by the law an easier way to comply 
with the Durbin amendment to the Dodd-
Frank Act.

The argument documents prepare Judge 
Leon and lawyers for oral arguments sched-
uled for court on Jan. 17.

The National Association of Convenience 
Stores and the Food Marketing Institute 
maintain that 24 cents was too high. Leon’s 
ruling said the Fed, which had originally 
proposed a 12-cent limit, ignored congres-
sional intent in setting the cap.

In doing so, Leon’s ruling also ques-
tioned whether the board followed the spirit 
of the law in establishing only two networks 
for debit routing, suggesting that more 
might be appropriate. 

Largest Banks Reluctant
To Speed Up Payments
The largest U.S. banks are throwing cold 
water on the push to build an ultra-fast 
nationwide electronic payments system.

A 15-page paper released by a trade 
group representing the biggest banks 
describes criteria that would have to be met 
before its members would support such a 
modernization initiative.

The hurdles could make it hard to 
realize a vision presented earlier this year 
by the nation’s Federal Reserve banks—to 
build, within 10 years, a ubiquitous elec-

Hazard Herald.
The city commission of the town (popula-

tion: 335) approved the measure to allow 
police chief Tony Vaughn to receive his 
salary in Bitcoin after Vaughn’s request last 
month. Vaughn’s state and federal taxes will 
be taken out before his salary is converted 
into the digital currency, the newspaper said.

The price of Bitcoins has recently surged 
to more than $1,000, and the virtual currency 
has been in the spotlight since the Financial 
Crimes Enforcement Network, Department 
of Justice and the U.S. Secret Service spoke 
to the U.S. Senate about the benefits of 
Bitcoin during a  hearing.

In his request Vaughn said the city could 
make history with its approval because 
there’s no  record of another government 
entity using Bitcoin, according to the paper. 
The town recently gained notoriety for being 
the smallest U.S. municipality to enact an 
ordinance banning sexual orientation- and 
gender identification-based discrimination. 

Market Trends

tronic retail payments network that moves 
money far more quickly than banks do today.

Supporters of that approach—a group 
that includes many community bankers—
argue that without a coordinated moderniza-
tion by banks, speedy proprietary networks 
will proliferate, and the advantages of a 
single nationwide system that all banks can 
use would be diminished. 

Police Chief Collects Salary
In Bitcoin Virtual Currency
While Bitcoin sometimes gets a bad rap with 
law enforcement officials, the police chief 
of Vicco, Ky., will soon begin collecting his 
salary in the digital currency.

The city also plans to accept Bitcoin dona-
tions on to help fund projects to improve 
local infrastructure, Vicco Mayor Johnny 
Cummings told local weekly newspaper the 

eProcessing Network
Cloud – Enabling the Real World
eProcessing Network offers fully-integrated payment 
solutions allowing merchants to process anything, 
anywhere and at anytime! And with ePNRetail,
our secure, retail payment processing application, 
merchants can easily integrate the business solutions 
they need with  pricing that won’t sky-rocket out of 
the stratosphere.

eProcessing Network – The everywhere Processing 
Network, Anywhere Merchants do Business.

Processing
Network

TheeverywhereProcessingNetworkSM

(800) 296-4810
eProcessingNetwork.comProcessingNetwork.com
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Fastest way to get to 6 Figures
Partner With United Merchant ServiceS & UP SolUtion®

and StoP Settling for an “either / or” SolUtion

300 POS Bonus per Station
Available for Retail, Restaurant, Salon
& Dry Cleaner Solutions 
$0 Upfront Cost 
24 / 7 / 365 Support Included

POS RENTAL PROGRAM UP SOLUTION® ADVANTAGE

No Hidden Fees 
Installation Completed in 2 Weeks 
No More POS Support Complaints 
In-House Development & System Integration
Up to 80% Revenue Share

3 AGGRESSIVE  PROGRAMS - PICK THE RIGHT FIT

0 0 0 0 NO COMMITMENT PREMIER PARTNER
   0 transaction fees
   0 Bin Sponsorship fee
    0 Statement fee
   0 annual fee
    70% Split

no Minimum deal requirement
choose with each deal:
- 55% Split & up to $1000 Upfront Bonus
- 65% Split & up to $300 Upfront Bonus
- 75% Split

0 Bin Sponsorship fee
$0.025 transaction fee
choose with each deal:
- 60% Split & up to $300 Upfront Bonus
- 80% Split

ext.6600
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That results in more merchants using 
point of sale tablets and mobile-based 
payment systems in hopes of increasing 
efficiency, boosting sales and improving 
the customer experience, Berkery Noyes 
says in its quarterly trends report.

The forecast falls in line with the point 
of sale trend Berkery Noyes noted in July 
after payments mergers and acquisitions 
declined 50% between the first and second 
quarters of 2013.

The industry faced no such lull in the 
third quarter, with eBay’s acquisition of 
Braintree Payment Solutions for $800 
million representing the highest-value 
transaction. EBay is planning to integrate 
Braintree’s online and mobile payment 
processing platform with its PayPal 
division in an effort to continue growing 
PayPal’s mobile business.

The eBay deal stood out in tpayments 
industry M&A activity, which saw a 142 % 

Overall, the payments industry is 
positioned for quite a few deals and invest-
ments this month and in 2014.

“Payments has very strong proprietary 
technology vendors, but they lack the 
sales and distribution forces, so they look 
to align with larger payments compa-
nies,” Guzzo says of a common industry 
scenario. “An ancillary benefit of that is 
those channel partners are likely buyers,” 
he notes.

Payments remains a highly competitive 
market with many new companies enter-
ing the business with new products, Guzzo 
says.

That creates a proactive process in 
which smaller payment vendors engage in 
strategic meetings with other companies, 
particularly larger firms, to weigh merg-
ers  instead of forming partnerships, he 
maintains.

A seller has to articulate objectives 
to a potential buyer, outlining what he or 
she  would like to see the new owner do 
to grow the business and meet the the 
seller’s objectives, Guzzo says. 

POS increase in the third quarter over the previ-
ous quarter with a total of 29 deals. The 
activity for the quarter represents a 16% 
increase over the third quarter of 2012.

Berkery says the largest financially 
sponsored deal in payments during the 
quarter was CVC Capital Partners’ acquisi-
tion of a majority stake in Skrill Group for 
$800 million. CVC bought its stake in the 
British online payments company from a 
unit of Investcorp, the parent company of 
ISO&Agent Weekly publisher SourceMedia.

Other noted deals included Total System 
Services Inc., or TSYS, buying NetSpend, 
WorldPay US Inc.’s acquisition of Century 
Payments Inc., ACI Worldwide purchasing 
Official Payments Holdings Inc., and Trans-
Card LLC acquiring PayPartners.

In 2014, Berkery Noyes also expects a 
lot of consolidation or acquisition activity 
regarding governance, risk and compli-
ance in payments.

“You will see GRC coming up a lot in 
the next year, because fraud prevention 
and data protection in payments will con-
tinue to grow,” Guzzo says.

Continued from page �
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In connection with what 
the Federal Trade Com-
mission has described 
as an “ongoing crack-
down” on the payments 
industry, there has been 

a disturbing uptick in the FTC’s attempts 
to hold processors and ISOs liable for the 
deceptive trade practices of their mer-
chants. These legal actions have taken 
two predominant forms. 

First, in a rare (but remarkably ag-
gressive) move, the FTC has pursued 
processors as co-defendants in civil actions 
against untoward merchants, asserting 
that—by virtue of facilitating the merchant’s 
card transactions—the processors should 
be held jointly liable for the injury the 
merchant’s deceptive practices inflicted. 
Because the processor ostensibly knew 
of unusually high chargeback ratios and 
consumer complaints, it effectively turned 
a blind eye to “red flags” of consumer 
fraud. Thus, in the parlance of the FTC, the 
processors allegedly provided “substantial 
assistance or support” to the bad actors 
while “consciously avoid[ing] knowing that 
the [merchant] is engaged in” deceptive 
marketing practices, all in violation of the 
FTC’s Telemarketing Sales Rule.

Second, and more commonly, the FTC 
has pursued contempt sanctions against 
processors and ISOs for continuing to 
honor consumer-initiated chargebacks fol-
lowing a court-imposed “asset freeze” over a 
merchant’s funds. The FTC has argued that 
once the processor and ISO were put on 
notice of the freeze, it became their respon-
sibility to stop processing chargebacks from 
reserves associated with the affected mer-
chant. If the processor nevertheless debited 
the chargebacks from “reserve accounts” 
linked to the merchant’s transactions, then 
the FTC says the processor and ISO violated 
the asset-freeze order, subjecting them 
to sanctions—including turning over the 
original balance of the reserve account to an 
FTC receiver. To soften predictable judicial 
resistance to such sanctions, the FTC often 

Much of the FTC’s apparent hostil-
ity to the payment industry seems to be 
predicated on the belief that chargebacks 
necessarily (or at least typically) indicate 
deceptive practices. That is simply not the 
case. Chargebacks arise for any number of 
reasons—most entirely innocuous—and, 
thus, higher-than-average chargeback ratios 
may have nothing to do with fraud. 

The notion that processors have violated 
an asset freeze order by“allowing” charge-
backs to be debited against reserve funds 
ignores the fact that chargeback processing 
is hardly a voluntary exercise. Processors 
are subject to chargebacks because that is 
what the payment networks and law man-
date. The beneficiaries of those chargeback 
rights are often the same consumers the 
FTC is charged with protecting. Requiring 
a processor to stop processing chargebacks 
from a “reserve account” and instead forcing 
it to pay those chargebacks from its general 
funds, effectively makes the processor the 
unwilling insurer of merchant misdeeds.

ISOs Will Pass Costs To Merchants 
If processors and ISOs are forced to serve 
as involuntary insurers against merchant 
fraud, they will pass that risk along to 
merchants in the form of higher fees. 
Merchants in “high risk” markets may be 
excluded from the card market or forced to 
move their business offshore, beyond the 
reach of the FTC. And, if high chargebacks 
continue to be misconstrued as a badge 
of fraud, then processors and ISOs may 
“drop” merchants (even legitimate ones) 
that experience high chargeback ratios.

There may be much to gain from a collab-
oration between the FTC and the payments 
industry. But the FTC’s crackdown seems 
not only legally and factually misguided, but 
prone to creating unintended ripple effects 
that will extend well beyond the few “bad” 
merchants the FTC should hope to shut 
down. 

Edward Marshall is a partner at the Atlanta 
law firm of Arnall Golden Gregory LLP.

FTC Misconstrues Chargebacks in ‘Crackdown’ On Acquiring Industry

Guest Column By Edward A. Marshall

portrays the processor and ISO as somehow 
culpable in bringing about the consumer 
fraud—by arguing that high chargebacks 
should have alerted them to the merchant’s 
questionable activities. The suggestion is 
that, by continuing to do business with a 
merchant who experienced high chargeback 
volume, the processor or ISO assumed the 
risk that they would be left “on the hook” 
for those chargebacks (no matter what 
contractual protections were built into their 
merchant agreement).

Turning ISOs Into Unwilling Insurers  
The FTC’s goal of compensating injured 
consumers is laudable. But effectuating that 
goal through a “crackdown” on processors 
and ISOs, which effectively makes them in-
surers of merchant fraud, seems misguided. 

A number of potential legal flaws are as-
sociated with the FTC’s approach. It remains 
to be seen how willing courts will be to 
accept the argument that processing transac-
tions equates to “substantial assistance 
or support” to an untoward merchant. In 
contempt proceedings,, allocating blame to 
a processor or ISO for not ferreting out mer-
chant misdeeds is jurisdictionally impermis-
sible. Then there is the mistaken notion that 
“reserves” held by a processor are property 
of the merchant and, thus, subject to an asset 
freeze. After all, such funds tend to be held in 
the processor’s name, at its acquiring bank, 
in an aggregated account encompassing 
myriad merchants, with the target merchant 
having no rights to such funds until the ex-
piration of the chargeback period. A “freeze” 
on the merchant’s assets should have no 
impact on the processor’s reserves. And, 
even putting that aside, the argument that a 
processor should be compelled to turn over 
reserve funds without accounting for charge-
backs ignores the processor’s contractual 
rights to recoup those chargebacks.

But the questionable legal reasoning 
underlying the FTC’s “crackdown” is not the 
only flaw with its approach. Misplaced factu-
al assumptions seem to be driving the uptick 
in claims against processors and ISOs. 
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17% of total sales, or an increase in mobile 
device use of 55.4% over last year.

Cyber Monday capped the biggest 
five-day online shopping sales period on 
record, starting on Thanksgiving Day, 
according  to IBM. Smartphones drove 
19.7% of online traffic compared to tablets 
at 11.5%, IBM says.

However, tablets drove 11.7% of all online 
sales; more than double that of smart-
phones, which accounted for 5.5%. On aver-
age, IBM says, tablet users spent $126.30 
per order, compared to smartphone users 
who spent $106.49.

Mobile Gained On Black Friday
It wasn’t just on Cyber Monday that 
mobile shopping surged—shopping with 
mobile devices increased significantly on 
Black Friday, too, says Stacy General, a 
PayPal customer experience advocate.

“As consumers continue to look for ways 
to avoid waiting in lines, many are turning 
to their smartphones or tablets to make 
holiday purchases,” General says.

PayPal’s data shows that twice as many 
consumers shopped through PayPal on 
their mobile devices on Black Friday this 
year in 2012. Overall, global mobile pay-
ments for Black Friday 2013 increased 121% 
compared to 2012, she says.

PayPal data shows shoppers may 
also extend their shopping after a day at 
the mall, as most of the payments made 
through PayPal took place between 10 p.m. 
and 11 p.m. Eastern Standard Time on 
Black Friday, General notes.

Other companies or associations moni-
toring e-commerce during the stretch that 
opens the holiday shopping season indicate 
consumers used tablets and smartphones 
for nearly half of all online purchases.

ComScore, a firm that tracks digital tech-
nology, proclaimed Black Friday the first 
billion-dollar-plus day of the holiday season 
for desktop online shopping at $1.2 billion, 
or a 15% increase over last year’s $1.04 bil-
lion. And Visa Inc. reported its accounthold-
ers spent $2.6 billion in e-commerce sales 
on Cyber Monday through smartphones, 

bile payment providers can do that quickly.”
San Jose, Calif.-based Adobe released 

its digital index of online shopping data, 
revealing that Thanksgiving Day and Black 
Friday saw record online sales with $1.062 
billion and $1.93 billion, respectively. For the 
first time, more than 24% of online sales oc-
curred on smartphones and tablets, a record 
increase of 118% year-over-year.

Apple Outstripping Android
Apple-brand smartphones and tablets 
drove more than $543 million dollars in on-
line sales, with iPad taking a 77% share of 
activity, Adobe says. Android devices were 
responsible for $148 million in online sales, 
a nearly 5% share of mobile online sales.

“Online shopping data shows that con-
sumers took full advantage of their mobile 
devices to shop on Thanksgiving Day and 
‘omnishop’ while in stores on Black Friday,” 
Tamara Gaffney, principal analyst for Adobe 
Digital Index, states in a press release.

“In an attempt to play every angle 
possible, retailers poured money into new 
mobile capabilities by adding Wi-Fi to key 
stores, expanding mobile app offerings, and 
optimizing websites for easier transactions 
from small screens,” Gaffney says.

“Thoughts of shopping overshadowed 
the holiday itself, as social conversations 
containing the term ‘Black Friday’ received 
more mentions than ‘Thanksgiving Day,’ ” 
she says.

Seattle-based Mercent, a company 
specializing in online advertising and promo-
tions, says retail sales were strong on Cyber 
Monday for retailers using its services. The 
company’s eCommerce Performance Index 
indicates the nation’s online sales grew 33% 
on a same-seller basis over last year’s Cyber 
Monday.

Google Shopping outpaced Amazon 
same-seller sales during the Thanksgiving-
Black Friday period. Savvy shoppers con-
tinue to leverage full tablet and smartphone 
capabilities to ensure they get the best deals 
while shopping both on and offline, Eric 
Best, chairman and CEO of Mercent, states 
in a press release.

Retail sales figures show Google’s invest-
ments position the search-engine giant as a 
formidable competitor to other leading chan-
nels, including Amazon.com, Best says. 

MOBILE tablets or PCs, 28% more than last year.
The holiday season’s heavy shopping 

days provide “a learning experience” for 
retailers and consumers about how to shop 
online or on mobile devices, Strumello says.

Purchases through mobile devices 
represent a “channel that is here to stay,” as 
retailers and wallet providers will look at the 
data from the holiday season and determine 
how to make such trends carry over year-
round, Strumello says.

But retailers must continue to provide 
easy-to-use websites, says Aaron Rudger, 
senior manager of Web performance at San 
Mateo, Calif.-based Keynote Systems.

Keynote monitors the speed of online 
transactions, citing it as a key factor for 
consumers using desktop or mobile devices 
for holiday cybershopping. In a survey of 
consumers in 2012, Keynote found that the 
majority of smartphone users expect deliv-
ery of a Web page in four seconds or less, 
and tablet users cited three seconds or less.

Ultimately, consumers using a mobile 
device to “go through the journey of finding 
the right product and initiating a transac-
tion,” would like to see it completed in about 
15 seconds, Rudger says.

“The ‘switching costs’ for consumers 
on Cyber Monday to go from one site to 
another is extremely low,” Rudger says. 
“If they can’t find a product on one site, or 
get delayed, they can easily switch over to 
another site.”

Such a scenario can cause problems for 
retailers who experience delays on their sites 
because of heavy traffic, he contends.

“This is not like the government 
healthcare site, which was the only game in 
town,” Rudger says. “The retail space is very 
competitive, and the consumer will just go 
away [if unhappy].”

Keynote reported that some retail sites 
suffered slowdowns during Cyber Monday 
shopping, but shoppers found ways to get in 
record-breaking online purchases.

Such results are gratifying for the back-
ers of Google and Isis mobile wallets, as 
well as retailers in the Merchant Customer 
Exchange initiative that are working on a 
model for a mobile commerce.

“It is an opportunity because as consum-
ers go through this online journey, they want 
speed in payment,” Rudger says. “The mo-

Continued from page 1
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MasterCard And PayPal
Named Best Investments
MasterCard Inc. and PayPal have posi-
tioned themselves as companies with “the 
best current opportunities in the payment 
space,” according to Morningstar Finan-
cial Services.

MasterCard’s “robust cash flows” and 
global presence through financial inclu-
sion initiatives should result in continued 
double-digit earnings, the Chicago-based 
investment research firm cited in a report 
on the payments industy.

“MasterCard seems to be very level-
headed about developments in payments 
and has good success in working with oth-
er governments on the financial inclusion 
side,” Jim Sinegal, Morningstar senior 
analyst for banks and payments, said in an 
interview with ISO&Agent Weekly.

Because the established payment 
networks, such as MasterCard and Visa, 
connect consumers’ financial institutions 
with merchants’ acquiring banks, they 
will continue to have significant value 
for authorization, clearing and settling, 
Sinegal says.

From that standpoint, Morningstar 
maintains that MasterCard’s network 
should allow it to function as “a tollbooth 
on both online and offline spending for 
years to come,” he says.

Even if interchange rates were to come 
down through regulation or mobile wallet 
disruption, the networks appear likely 
to remain strong because they deliver 
security and ease for consumers, Sinegal, 
author of the “Slicing the Payment Pie” 
report, says. 

PAI And Local Bank
Set To Deploy ATMs
Payment Alliance International, an ISO 
and ATM deployer, and River City Bank 
are operating machines at Rite Aid stores 
in greater Louisville, Ky.

using Intel’s fourth-generation Core plat-
form with identity protection technology.

Intel’s identity protection provides 
consumer authentication to accept and 
complete the transaction.

In announcing the new service, the 
companies noted that e-commerce would 
continue to grow, particularly with pur-
chases made on smartphones or tablets.

Use of the NXP’s reader and Intel’s 
security software is supported with addi-
tional security safeguards MasterPass has 
created for online purchases, the compa-
nies say. 

PayPal Virtual Gift Cards
Available Through Wallet
The PayPal Digital Gifts website, a new e-
commerce hub, sells virtual gift cards that 
consumers can purchase only by using the 
eBay subsidiary’s digital wallet.

The company is using the site to offer 
virtual iTunes gift cards, and the eBay 
subsidiary said it will soon expand and sell 
virtual prepaid cards from other mer-
chants.

Users select a gift card and denomina-
tion, enter their PayPal ID and password, 
and send the gift to the recipient. The 
public may purchase the virtual iTunes 
cards in denominations of $15, $25, $50 
and $100.

PayPal plans a social media component 
to the website, offering deals and promo-
tions via its Twitter and Facebook profiles, 
the company said in a blog post.

“Gift cards are the most popular pres-
ent this holiday season, and generally one 
of the most sought-after gifts for anyone in 
your life,” Patrick Gauthier, PayPal head of 
emerging retail services, wrote in the blog 
post.

PayPal already accepts prepaid gift 
cards, and recently added gift card sup-
port to the PayPal wallet. PayPal also 
recently began working with Gyft, a 
mobile gift card provider, to offer a loyalty 
system to encourage consumers to use 
PayPal over credit cards. 

News Briefs
PAI will own and operate the ATMs, 

which will have River City Bank brand-
ing, the companies said in a press release. 
River City Bank customers will have 
surcharge-free ATM access to cash at the 
machines beginning late this month.

Both PAI and River City Bank have 
headquarters in Louisville. PAI operates 
one of the largest ATM networks in the 
United States, with ATMs at more than 
60,000 retail locations across the country. 
As part of the network, the Company 
provides ATM services for approximately 
1,500 Rite Aid locations nationwide.

With the addition of Rite Aid ATM 
placements, River City Bank is expanding 
its hometown footprint without significant 
expense, the release said. 

“It’s always a good thing when you 
can do business right here at home with 
another local company,” Gregory W. Mer-
cer, PAI senior vice president, said in the 
release. “We are happy to have the oppor-
tunity to help River City Bank expand its 
local banking footprint at select Louisville 
area Rite Aid stores.”  

“Being a hometown bank means 
providing convenient services where our 
customers live and shop. Our partnership 
with PAI extends our reach while exempli-
fying our commitment to this fundamental 
principal,” said David Hobbs, president of 
River City Bank. 

MasterPass On The Way
To Home Computers
MasterCard is bringing MasterPass 
contactless payments to consumers’ home 
computers.

MasterCard worked with Intel and 
Netherlands-based NXP Semiconductors 
to establish a digital service that enables 
consumers to initiate online transactions 
by tapping their MasterPass card or Near 
Field Communication-enabled smartphone 
against a built-in NFC reader.

NXP says it has integrated PN544PC, a 
version of its most widely adopted NFC ra-
dio controller, into new computing devices 
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merchant.”
Consumers have begun using physi-

cal stores as “showrooms,” where they 
see, hear and touch merchandise, he 
says. Instead of simply making the pur-
chase in the store, however, they may go 
online to shop for a better deal.

And that’s not the only way consum-
ers are combining retail channels. Shop-
pers may, for example, buy merchandise 
online but then return it at a physical 
store, Engels says.

Such mixing can cause headaches for 
merchants that have not integrated the 
sales channels, he notes. Some are deal-

ing retailers with business intelligence 
that helps them run their enterprises, he 
maintains.

That intelligence could provide 
useful details, such as what time of day 
merchandise sells most quickly online, 
Engels says. 

SecureNet, which got its start about 
15 years ago, operates as a processor but 
does much of its own acquiring. Indepen-
dent sales organizations and sales agents 
account for 10% to 20% of the company’s 
volume.

Besides servicing small and medium-
sized merchants, SecureNet handles 
large accounts that include GEICO 
Insurance, Schwan’s Food Service Inc. 
and the University of Pittsburgh Medical 
Center. 

EXPLOSION ing with three statements and more than 
one pool of inventory. They may even 
have three or more service providers.

In fact, 27% of retailers use three 
or more software vendors to facilitate 
payments across the various channels, 
according to the survey.

SecureNet claims to end all that by 
merging the channels, according to 
Engels.

“We’re trying to take the friction out of 
the market,” he says.

He tells of a high-end retailer who 
locks up the store at the end of the day but 
continues to sell goods over the internet in 
the evening. When he comes into the store 
in the morning, the inventory is reconciled 
regardless of the sales channel.

At the same time SecureNet is provid-

Continued from page �

The Small Business Administration has 
temporarily suspended fees to guarantee 
7(a) loans of $150,000 or less, answer-
ing criticism that the agency’s focus on 
supporting larger loans left the tiniest 
would-be borrowers starved for credit.

The SBA’s decision could make 
merchant cash advances and small loans 
offered by some ISOs and agents less 
attractive to busines owners.

Since the Great Recession—which 
began with the financial crisis in 2007 
and continues to cause high unemploy-
ment today—large loans have rebounded 
faster the smaller ones.

About half as many of the smaller loans 
were made last fiscal year as in 2008.

“We know those smaller loans are the 
ones that go to the smallest businesses, 
startups and underserved areas,” says 
Jean Hulit, the SBA’s acting administra-
tor. “We wanted to make sure that area is 
getting some attention.”

The fee waiver took effect Oct. 1 and 
lasts one year. Besides the fees that lend-
ers typically pay based on the amount 
guaranteed by the government, the ongo-
ing monthly fee paid by SBA lenders will 

eliminated fees on all loans and raised the 
guarantee limit. The new waiver on the 
smallest loans is an opportunity for banks 
to reach out to customers about a chance 
to secure financing at a lower cost, says 
Rick Wall, CEO of the $429 million-asset 
Highland Bank in St. Michael, Minn.

“This is another tool in [a lender’s] 
belt that is less expensive now,” says Wall, 
who notes that about a third of the bank’s 
SBA loans are less than $150,000. “Our 
lending pipelines are more full than they 
have been in the last five years. Some 
people feel like they have waited long 
enough to do something, and now they 
want try to expand their businesses.”

One reason for the slow volume on 
small loans: it can take almost as much 
time to originate a $125,000 SBA loan as 
it does for those greater than $1 mil-
lion, and banks make more money on 
the larger credit, says Ray Chiamulera, 
president of Radar Lender Services, an 
advisory firm.

Eliminating fees is part of a broader 
initiative to make it more cost effective 
to originate smaller loans, Hulit says. 
For example, the agency’s streamlined 
approval process for loans that are less 
than $350,000 will be expanded to all 7(a) 
loans. 

CREDIT

SBA Ends Fees For Small-Loan Guarantees
be eliminated for the entire life of 7(a) 
loans of $150,000 or less made during the 
current fiscal year.

The fees collected on larger loans 
will offset any losses sustained from the 
smaller ones, says Hulit, who notes it was 
important to implement the fee waiver “in 
a budget-neutral way.”

Through its two main programs, 7(a) 
and 504, the SBA backed almost $30 
billion of loans to small businesses in the 
year ended Sept. 30, down about 2% from 
fiscal 2012.

Interest in SBA loans soared two 
years ago after the agency temporarily 

“Smaller loans are 
the ones that go to the 
smallest businesses.”

Jean Hulit, 
Small Busines Administration
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NEAA 2014 Winter Seminar & Outing
Jan. 28-30, 2014
Grand Summit Resort & Hotel
Mount Snow, Vt.
http://www.northeastacquirers.com/

Mobile Payments Conference
Jan. 28-31, 2014
Miami Beach Convention Center
Miami Beach, Fla.
http://mobilepaymentconference.com/

INSPIRE 2014, RSPA
Feb. 2-5, 2014
Gran Melia Golf Resort
Puerto Rico
http://www.GoRSPA.org/INSPIRE

Smart Card Alliance Payments Summit
Feb. 5-7, 2014
Grand America Hotel
Salt Lake City
http://www.cvent.com/events/2014-pay-
ments-summit/event-summary-0a3ced51
03c144ba83de42b933b495c5.aspx

ATMIA USA Annual Conference & Expo
Feb. 11-13, 2014
Loews Royal Pacific Resort
Orlando, Fla.
http://www.atmia.com/conference-usa/
welcome/

Billing & Payment Processing
For Utilities
Feb. 24-26, 2014
Venue to be announced
Chicago
http://bit.ly/1h0DZv2

SEAA Annual Conference
March 24-26, 2014
Omni CNN Center
Atlanta
http://www.southeastacquirers.com/
press/annual-conference/ 

ETA Show 2014
April 8-10, 2014
Mandalay Bay Resort And Casino
Las Vegas
http://electran.org/events/am14/ 

Card Forum And Expo
April 22-25, 2014
Hilton Bonnet Creek
Orlando, Fla.
http://www.paymentssource.com/confer-
ences/card-forum/

MWAA 12th Annual Conference
July 16-17, 2014
The Westin Lombard Yorktown Center
Lombard, Ill.
http://midwestacquirers.com/MWAA-next-
conference-event.php

2014 ETA Strategic Leadership Forum
Oct. 7-9, 2014
The Breakers
Palm Beach, Fla.
http:electran.org/events/am14/ 

Money2020
Nov. 7-9, 2014
Aria
Las Vegas
http://www.money2020.com/ 
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