An Operators Guide to

Accepting Payment Cards

. Does your taxi or private hire business take credit or
debit payment cards? If so, are you on a plan that is
best for you? Do you have a merchant account with a

5 bank? Or do you go through a third party (managed
@ account)? If you R 2 y Q (cards ds fjafinent now, are
2 you considering it?

The major considerations in card acceptance for the taxi or private hire
operator are;
1 Why take cards at all?
9 How to use cards to grow your business?
1 Managed or my own account?
1 How does it work?
1 Surcharges

Why take cards?

Your customers are very familiar with paying for most things by card. Probably
you are too. Sowhy & K 2 dzf RY Qomerdu aaNSA & MzitérCard to pay
for their journey?

APACS, the UK payments association, tell us that spending on cards has already
outstripped payments made by cheques and cash. In 2007, there were a total
of 165.4 million cards. with the average consumer having 4 cards each. During
that year there were 6.8 billion transactions averaging £45 per transaction.
This was a 9% increase on 2006.

Clearly the majority of your customers want to pay with a card!
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How to use cards to grow your business

Apart from its popularity with your customers, other reasons to take cards may
include:-

1 Automation. The taxi and private hire industry have changed how
they operate with the introduction of new technology. (e.g.; online
booking, dispatch, mobile communications, satellite navigation and
back office accounting). Accepting cards is essentially automating

your payment. Cash payments can sometimes go & Y A a dtAsyeryé P

difficult to lose a card payment.

9 Cash Flow. A 30 day invoice can extend to a 60 day payment.
However, trips paid by card at the end of a journey will result in
payment banked within a week.

9 Customer accounting preference ¢ a larger client can simplify their
expense accounts if their employees use corporate cards for
journeys.

9 Pre-paid bookings. It is possible to accept an immediate fare

payment or deposit over the phone at the time of booking.

Security. Operators minimise cash held by drivers and in the office.

Company image. Accepting cards is a way of telling the competition,

the authorities and the public that your organisation is competitive

and professional. Not a bad thing in these recessionary times.

= =

Payment acceptance by card in the UK taxi and private hire is inevitable. Could
you imagine going into any retail shop or restaurant and not have the option of
paying by card? In Scandinavian countries a taxi business would not survive if
OF NR LJ @ YSy i ddlsan@rie utilGt@s3Helsafbe in the UK.
9EOdzaSa fA1S aL 2yfé RS
speedily reaching their use by dates!

Managed or my own accourt

Taking payment by credit and debit cards
automates the collection of your money.
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The card schemes such as VISA and MasterCard have a large international
network of card Issuers and transaction Acquirers. These Issuers and Acquirers
are almost exclusively financial institutions. In the UK: Elavon, Barclays
Merchant Services, Royal Bank of Scotland Streamline etc.

The Issuer provides an account for a consumer and issues an account token in
the form of a plastic card. The card has all the information to complete a
transaction from what is printed on it (raised for use with an imprinter) and/or
stored on a magnetic stripe and now within an integrated memory chip.

The bank Acquirer has the relationship with the merchant that provides the
Yayment carrying consumerQwith goods and services that the consumer pays
for with their account held by the Issuer.

The Card Schemes (VISA and MasterCard) provide the international electronic
network that links all the Issuers and Acquirers together. They also dictate the
procedures, rules and standards for their Issuers and Acquirers that they must
conform to so that transactions can take place around the world. These, are
very complex (almost as complicated as the London PCO regulations)!

If you wish to accept card payments there are two basic ways you can do it.
You can use;
1. Merchant Account with an Acquirer bank.
2. Third Party Merchant Account, also known as a fully managed
account.

1. Acquirer Bank Merchant Account

You can apply to an Acquirer bank for a Merchant Account. This allows you to
accept cards in your own right. The bank will lease you a terminal for 3 years
(minimum) and will usually charge you a minimum monthly transaction fee of
£20 to £30.

The direct transaction costs charged by the Acquiring bank for accepting cards
are generally dependent on:-

a. Type of card. VISA and MasterCard credit cards attract between 1.3 to
2.6%. Business VISA and MasterCard cards 1.7% to 3.0%. Banks will
sometimes merge these rates and provide a single rate for either card.
Debit cards such as Maestro will cost 16p to 35p. Business charge cards
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like AMEX will cost a minimum of 2.85%. Your bank may handle AMEX but
itQ more likely that you will need to open a merchant account directly with
AMEX. In this industry AMEX may account for up to 50% of cards offered
for payment.

b. Volume of transactions. Generally you will need to be taking a minimum
of £1000 per month (in cards) to justify the minimum monthly fee. The
more transactions, the better the rate.

c. Chip & PIN transactions. Card transactions not using Chip and PIN attract
an extra fee ranging between 0.7 to 1.0%.

d. Industry. Taxi and Private Hire are considered low risk. If you were an Off-
Licence then your merchant rates would be higher, to mitigate the extra
risk of accepting possible dodgy cards.

e. Your financial standing. Risky merchants are charged more than solid
profitable ones. Some Acquiring banks ask as a minimum that you have
been in business for at least 3 years.

f. Bank Acquirer. Ratesvary, 82 aK2LJ I NPdzyR®  2dz R2Y
your existing bank. If your bank will cut a bit off your overdraft rate, great!
If not, shop around!

The costs of terminals are additional to those mentioned above.
As a merchant you are responsible for all administration. Bank merchant
statements generally do not provide individual details of each transaction.

2. Third Party Merchant Account (or fully managed account)

In the UK, the regulated nature of the taxi and private hire industry has a
tendency to promote individual owner drivers. The Acquirer banks look at
potential turnover when opening merchant accounts. As a result, the card
industry allows third party companies to operate as Transaction Aggregators
(also known as Master Merchants). These Transaction Aggregators enable
smaller organisations or individuals who would not normally qualify as
merchants to accept cards. This amount may seem high but the Aggregator
takes most of the risk and generally bundles in the service and administrative
costs.
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Unless the operators start with a good base of card transactions (£1,000 plus
per month), using a fully managed service could be the way to start taking
cards. ! 3 3 NI in geRehuBy Qffer shorter contract periods (12 months).
This allows operators to test the card take-up of their client base before
committing to a 3 year merchant service from an Acquirer bank. Some
Aggregators, who specialise in the private hire industry, can assist the
operator/driver to find the best merchant rates and service from the range of
acquirer banks once the monthly transaction base grows.

As with bank Acquirers, the transaction costs above do not include terminal
rental/leasing or purchase costs.

How does it work?

Once you have decided to accept payment cards, the next

decision is how to capture the transaction. In the taxi and

private hire industry transactions are usually captured in

the office at the time of booking; or in the vehicle - usually

at the end of the journey. The office system will also suit

account customers who book by telephone or online via

the web. Pre-payment by card reduces tK' S NJ & ] 27T
aK2¢gaé¢ adoaldlyiAlftfeo

Office captured transactions are not usually Chip and PIN and are considered

a a/FNR b2d tNBaSyidé¢ o0& GKS OFNR AYR
The most common type of office terminal dials the bank via the telephone

network. Newer generation systems are integrated into online computers

which can also provide dispatch and telephone services. Booking systems

where the customer orders online via a web site can also capture card

payment.

The factors which affect what type of transaction capture to use depend on
convenience, security and cost. Generally, you pay for what you get. Although
a full-blown mobile Chip & PIN terminal will cost you more, it does lower the
chance of a disputed transaction which usually means a chargeback. The bank
Acquirer will also charge you a higher fee for this transaction.
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A chargeback is where a person disputes a transaction on his credit or debit
card statement. They notify their card issuer who passes it onto your merchant
acquirer bank. You need to be able to prove that the transaction took place.
Usually your copy of the printed receipt is enough. Chargebacks are
unfortunately part of the business and can cost you, not just when the
customer recovers the cost of the transaction, but with the administrative time
you spend providing the bank with the evidence that the transaction actually
occurred. Fortunately, the industry is not prone to a high number of
chargebacks so, until it does, lower cost methods of capturing a transaction
may suffice.

A range of in-vehicle transaction capture methods are prevalent in the
industry:-

1. Manual Acceptance - Driver writes down the card details or uses an
imprinter (Zip Zap machine) and passes them at some later date to the
office that processes them through an electronic card terminal. Not only
is it slow but the transaction is not authorised. This type of transaction is
frowned on by the card industry as it is unsafe and virtually indefensible
if the transaction is disputed. Transactions are usually converted to
electronic format by a Transaction Aggregator using a terminal. It is very
low cost but high risk and not particularly professional.

2. Phone - Driver phones into the taxi or central office or a centre using a
Voice Recognition System. Slow and not very professional. Customers
often object to having their credit card details read out loud on a phone
and get a manual receipt. Transaction is then authorised online. It is low
cost and slow but safer than Manual Acceptance. Becoming
unacceptable for most bank Acquirers.

3. Mobile phone or PDA - Card details are entered by the driver manually
and authorised online. This is quite slow and prone to keying-in
mistakes. Manual receipt or coupled with a card swipe reader and
printer. PDA units are supplied in the industry as dispatch terminals and
have other functions such as GPS and telephony. Cost can therefore be
quite reasonable as the card transaction capture is just an additional
function. Becoming unacceptable for most bank Acquirers.
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4. Standalone mobile Chip & PIN terminal - Safe, fast and professional.
Costs are relatively high compared with other methods of transaction
capture. Hand held terminal. The more the terminal is used the better
the economy of scale.

5. Integrated Chip & PIN terminal ¢ One step ahead of the mobile terminal
as the fare is automatically captured and recorded by the in car data
head and office system.

An Acquirer bank or Service supplier earns income by supplying both the
terminal with support services and the merchant rates. Often, the cost of the
terminal is offset by the merchant rates.

Surcharges

Unlike the retail sector, in the taxi industry
(and to a lesser degree for private hire) there
has been a history of charging the customer
a surcharge for accepting payment by credit
cards. This surcharge is sometimes called a
processing or transaction charge and usually
ranges between 5 to 12.5% of the fare.

Although the card industry generally frowns on the practice, it is legal and

| OOSLIISR AY 20§KSNJ AYRdAzZAGNRASAP ¢KS f S:
(Price5 A @ ONR YA VI A 2 Y GayshhBt&dNantmogndphrargedmisra O K

for credit card transaction than for cash transactions. The travel industry for

example adds an extra charge. If you book an airline ticket online you are likely

to have a credit card fee added on to the end price.

The justification for the taxi driver surcharging is to cover the cost of providing
the credit payment facility in the cab. The most common surcharge is 10%.
Many drivers who accept cards pay this entire surcharge over to their payment
services provider. These providers often provide terminals and payment
processing in return for the income of the surcharge. Some providers charge a
monthly fee for the terminal/services and have a lesser transaction fee. This
means that the driver keeps the difference to pay for the monthly terminal
charge. Which service provider provides the best deal depends on the
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transaction values and volume. For low transaction numbers it is better for the
driver to hand over the full 10%. For higher transaction numbers it is more cost
effective for the driver to share the surcharge and pay for the terminal/service
separately. When looking for the best deal to suit you, make sure you confirm
that the service provider exempts any customer tips from the transaction
charges.

The viability of charging a surcharge for taxi card payment is debatable. Due to
competitive pressures, UK retailers generally do not surcharge and some taxi
customers are quite negative about paying it on top of their fare. Business
people are less sensitive for obvious reasons. Some council taxi authorities

have already set a maximum of 5% surcharge on card transactions. How long a
ME: Adz2NOKIF NBS Oly 6S 2daAa0AFASR AY
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Author Background: Ken Hansen has been in the payment card industry since
1982. He has founded and grown a number of companies including VeriFone in
QdzNB LIS 662NIX RQ&a SIFIRAY3I LI eyvYSyil
Limited. His experience includes the introduction of payment systems in many
parts of the world. (kenh@silverpay.co.uk)

SilverPay Services Limited has been supplying the Taxi and Private Hire industry
with payment card solutions for over 10 years. The company has a broad range
of card acceptance solutions that can be tailored to suit both individual drivers
and large fleet operators.

SilverPay Services Ltd Phone: 0844 322 0102
Aspen House www.silverpay.co.uk
Chalfont St Peter

Gerrards Cross

Buckinghamshire SL9 9EW
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