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New Technologies
Opening Unexpected Doors

nless you live in a tree stump in the middle of a forest, it's hard to

ignore the fact that the lines separating the different pieces of our

lives become less defined every day. Just look at the ways work and

personal time have become interchangeable, thanks in part to the
number of technologies that have changed the way we communicate and stay
connected.

Astute observers of the payment processing industry see the same type of sce-
nario unfolding here, too. Right before our very eyes, the methods and systems
we use to make payments are becoming less stratified all the time.

Cell phones, computers and PDAs now go toe-to-toe with POS terminals to
process transactions for payments with cards and checks, to large chain retail-
ers and independent mobile merchants, in face-to-face settings, over the
Internet and anywhere conceivable.

What could possibly be next? The flexibility offered by new technologies
is opening markets now, allowing merchants to go where their businesses
lead them.

At the same time, changes in such established systems as health care and city
governments are creating opportunities to set up payments programs includ-
ing credit, debit and electronic check processing.

It might seem as if payments are more complicated than they've ever been; has
there ever been more for ISOs and merchant level salespeople (MLSs) to know
about? Equipment that's IP-based, wireless or contactless; ACH, prepaid and
security issues ... we keep hearing that it's no longer a business based simply
on price points or placing "boxes."

As it becomes possible to integrate more ways to pay for more types of prod-
ucts and services, agents selling the solutions enabling that shift to happen will

See New Technologies on Page 63
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“EEE] NotableQuote i

"[The Green Sheetl announced our l_.“'
'Greentastic Voyage' giveaway ... . The 3
winner will decide whether to spend two

weeks rejuvenating Hawaiian style swimming,

surfing or laying on the beach in Maui, or . e
two weeks discovering the other end of I ‘-‘.'-Tni- '
the earth in South Africa, on safari with g
lions, giraffes and elephants in Kruger m’
National Park." ":-;"'!:'H

- See Story on Page 58 ————
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GS Online Origins

How long has The Green Sheet Online been around?2 What about
the MLS Forum?

kagtdthomas

kagtdthomas:
We launched GS Online (www.greensheet.com] in September
1995. We introduced the MLS Forum about the same time. We have
continually worked to improve and strengthen the Web site and the
Forum since their inceptions. GS Online has been recognized with
several Communications Concepts Inc. Awards for Publication
Excellence (APEX) for content, design and navigation.

Editor

FlexCache Releases Merchants From Gift Card Ties

| would like to first point out that the cover story for your Dec. 13,
2004 issue titled, "Opportunities in Prepaid Cards," (The Green
Sheet, issue 04:12:01) should also have listed Paymentech's out-
standing FlexCache system as a processor for prepaid cards.

Additionally, Steve Eazell is quoted stating that gift cards are an

excellent merchant retention tool because "If I'm a merchant, | can-
not switch processors (without a lot of trouble) until every single soli-
tary gift card has come back to my store."

I would like to point out to all merchant level salespeople (MLSs) that
Paymentech is one of the few gift card processors in the industry that
has a proven conversion process allowing merchants to transfer their
gift card portfolio without the inconvenience that Mr. Eazell and your
article allude to. So if a merchant is not satisfied with their current
gift card processor, there really is no need for them to feel they are
held hostage by an inability to move their portfolio without impact to
their gift cardholders. It can easily be done.
Barbara H. Griffith, PMP
Paymentech LP

Wanted: Company to Audit How I1SOs Pay Residuals

Here's a topic that should be addressed in "Street Smarts" and/or
by Paul Green: This industry needs an independent auditing com-
pany to monitor those companies that want to certify that they're
being truthful in residual reporting. MLSs need to be informed as to
what revenue streams they are being paid on and the ones that they
are not, and what formulas are being employed in making all cal-
culations for these tables. | feel agents would steer away from shady
companies that are not willing to be members of this independent
organization, and that this would bring our industry to a level of
legitimacy it does not currently enjoy. Any thoughts?

Dan Christopher

Card Payment Solutions

Dan:
This is an interesting idea, although it's well outside the purview of
"Street Smarts." Also, please note that the terms of an ISO agree-
ment with a bank are confidential, as any contract between two enti-
ties would be. Both entities would have to agree to an audit and
which firm would be engaged. Perhaps ISOs will want to request
that a "transparency clause" be included in their agreement with the
bank, which would enable an audit to be performed. This was a
standard part of the original ISO agreement between AMCOR and
its bank in 1983.

Editor
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Study Finds Top Reasons to Bank Online

Convenience, time savings and around-the-clock access
to account information are the top reasons why more
consumers use online banking, according to a study by
Bank of America Corp. When the bank asked con-
sumers, "What prompted you to start banking online?"
64% cited 24-hour access to their accounts, 54% noted
convenience and 48% answered that online banking
saved time.

The research revealed that different generations influ-
ence the reasons for online adoption. "Gen X" and "Gen
Y" customers view online banking as a routine part of
their daily lives. These consumers value the ease of use
and educational features of online banking. Baby
boomers, on the other hand, view security as the pri-
mary factor in adopting online banking. The survey also
revealed that the number one impediment for con-
sumers to online banking is security.

Preference for Airline Cards Increasing

A report by market research publisher Packaged Facts
shows that of 6,500 consumer payment card customers
surveyed, the number of consumers who prefer co-
branded airline cards grew 73% between 2000 and 2003.
The report, "The U.S. Market for Co-Branded and
Affinity Credit Cards," stated that 93% of those surveyed
say the value and features of co-branded cards prompt
them to use the cards more often than other types. The
report notes that 2002 marked the beginning of a

renewed interest in co-branded cards. You can purchase
a copy of the report through MarketResearch.com .

ANNOUNCEMENTS

COCARD Seeks National Recruiter

Merchant acquirer COCARD is seeking a national
recruiter that will spearhead the company's growth
objectives. Interested parties should submit résumés to
mcarnahan@cocard.net or contact Malcolm Carnahan,
Executive Vice President, at 866-230-6300.

eProcessing Network Certified
With Heartland

Payment gateway eProcessing Network LLC certified
its transaction processing software with Heartland
Payment Systems Inc.'s Exchange Platform for retail
and MOTO transactions. eProcessing Network, a regis-
tered Visa third party service provider, is compliant with
Visa' Cardholder Information Security Program (CISP),
MasterCard's Site Data Protection (SDP) service,
American Express' Data Security Operating Policy
(DSOP) and Discover's Information Security and
Compliance (DISC) program. The company is also certi-
fied to process through FDR Omaha, Paymentech
Tampa, Vital/VisaNet, CardSystems and FDMS
Nashville.

NURIT 8100 Receives Visa
PED Class-B Approval

Lipman Electronic Engineering Ltd.'s NURIT 8100 POS
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"New York Post" reported.

* In the 2004 holiday shopping season, more than $8.8 billion purchases were made online, a 24% increase
over the same period the previous year, according to data released by VeriSign Inc.

* New York State Attorney General Eliot Spitzer has asked credit card companies to block orders
from Internet cigarette sellers, such as Cigs4free.com and 00Taxfree.com/Indiansmokeshops.com, the

» Several thousand new convenience stores will open in Asia in 2005 and beyond. Circle K will open 500
stores in southern China over the next three years and about 1,000 new convenience stores, including
7-Eleven stores, will open in Thailand, the National Association of Convenience Stores reported.
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terminals received Visa PED Class B PIN entry security
approval for online debit and offline smart card transac-
tions. The NURIT 8100 is the only fully programmable
all-in-one terminal listed by Visa International as meet-
ing the Class B requirements. Additionally, Lipman's
NURIT 8000 and NURIT 8320 POS terminals and NURIT
292 PIN pad have received Visa PED Offline approval.

Sheetz to Accept PayPass

Sheetz Inc. expects to be the first retailer in the nation to
accept MasterCard International's radio frequency-
based payment option, PayPass, across its entire chain.
All 305 Sheetz locations will be ready to accept PayPass
by March 1, 2005. In addition, Sheetz will expand
PayPass acceptance to all of its stores' gas pumps
throughout the spring of 2005.

MasterCard Reports Record Transactions

MasterCard International reported that its transaction
volume for the 2004 holiday season increased 17.9%; it
also processed more holiday transactions than any time
in its history, with 914.1 million authorization transac-
tions from the day after Thanksgiving through
Christmas Eve. MasterCard processed $60 Dbillion
in card transactions over its network, a 12.9% increase
over 2003.
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PARTNERSHIPS

Brennes Jones Group Inc.
and Accel Networks LLC Partner

The Brennes Jones Group Inc. and Accel Networks
LLC launched a fast POS dial-access solution that pro-
vides petroleum merchants using Gilbarco or VeriFone
Inc. Ruby systems with lease line transaction processing
speeds using only a single standard dial access line.

The service, Accelerator800, concentrates multiple POS
terminals or systems and establishes a connection over a
single standard business line via a national 800 network.
The solution reduces connect times to 2.5 seconds.

First National and ECHO Renew Contract

Electronic Clearing House Inc. (ECHO), a provider of
electronic payment and transaction processing services,
received confirmation from First National Merchant
Solutions, a wholly-owned subsidiary of First National
Bank of Omaha, that ECHO's processing contract under
the Visa POS Check program has been renewed through
December 2005. First National provides check process-
ing for national as well as regional retail merchants. First
National first contracted with ECHO to process Visa POS
Check activity in December of 2002.

Sovereign Bank, First Data
Renew Agreement

Sovereign Bank and First Data Corp. signed a five-year
renewal agreement to provide electronic payment pro-
cessing products and services for Sovereign Bank's mer-
chant customers in the New England and Mid-Atlantic
markets.

The agreement extends Sovereign Merchant Services,
which First Data and Sovereign Bank first created as a
strategic alliance in 2001. First Data provides merchant
payment processing services on behalf of Sovereign
Bank in Connecticut, Massachusetts, New Hampshire,
New Jersey, New York, Pennsylvania and Rhode Island.

Umpqua Selects NOVA

Umpqua Bank has chosen NOVA Information Systems
as its provider of integrated payment processing for its
commercial customers. NOVA will provide processing
services, customer service and support operations to the
bank's 1,500 merchants.

Umpqua Bank will market new merchant services refer-
rals through its 92 stores located throughout Oregon,
Southwest Washington and Northern California. The
companies expect credit and debit card processing vol-
ume from this agreement to reach $215 million annually.
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IndustryUpdate

WestHost Forms Alliance
With e-onlinedata Inc.

WestHost formed an alliance with e-onlinedata Inc., an
Internet merchant account provider. e-onlinedata's mer-
chant services will include real time transaction manage-
ment, online reporting, direct deposit and superior cus-
tomer support. The companies will waive application
fees, annual fees, and for a limited time, absorb
Authorize.Net's setup fee for new accounts.

For discount rates and transaction fees,
visit their Web site at http:/ /members.westhost.com/
internet-merchant-account.html .

ACQUISITIONS

RentPayment Acquires eRentPayer

RentPayment, the largest credit card processor in the
property management industry, will acquire privately
held eRentPayer, a payments solution for property man-
agement companies.

The acquisition will enable RentPayment to offer
advanced property management software integration,

LEASING
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check scanning, and other Web-based payment tech-
nologies. RentPayment currently processes payments for
more than 3,200 properties representing over 1,000,000
apartment units.

First American Payment Systems
Acquires National Data Funding Corp.

First American Payment Systems LP acquired substan-
tially all of the assets of National Data Funding Corp.
(NDFC). NDFC is a full service merchant acquirer serv-
ing approximately 3,800 merchants and 230 ATMs.

Its merchant portfolio features a mix of grocery, drug
and convenience store merchants along with national
chains. In addition to traditional merchant services,
NDFC has developed a multi-lane wireless technology.
NDFC also features an in-house POS equipment deploy-
ment and repair facility, which it will leverage across all
of First American's distribution channels.

Fifth Third Completes First National
Bankshares of Florida Acquisition

Fifth Third Bancorp completed its acquisition of First
National Bankshares of Florida Inc. Fifth Third Bancorp
will merge First National's subsidiary bank, First
National Bank of Florida, with Fifth Third Bank
(Michigan) and combine with Fifth Third's Florida affili-
ate on a management basis.

Fifth Third Bank (Florida) will have nearly 100 full-serv-
ice locations, approximately $5 billion in deposits and
approximately $7 billion in assets. Former First National
President Kevin Hale will assume leadership of the
Florida affiliate.

Metavante to Acquire Prime Associates

Metavante Corp. signed a definitive agreement to
acquire all the outstanding stock of Prime Associates
Inc. The company will continue to operate under the
name of Prime Associates, and will become a subsidiary
of Metavante, with existing management continuing in
their positions.

Prime Associates is a provider of software, data and
services that address the regulatory and compliance
mandate of financial institutions such as anti-money
laundering regulations.

SmartPay Acquires Intrinsic Technology

SmartPay Jieyin Ltd., a provider of electronic payment
services in China, entered into an agreement to acquire
DT Intrinsic Technology Ltd. Intrinsic provides billing
and service management software platforms to Chinese
mobile carriers through its wholly-owned subsidiaries,
Shanghai Intrinsic Technology Co. Ltd. and Shanghai
Intrinsic Consulting Co. Ltd.
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IndustryUpdate

APPOINTMENTS

VECTORsgi Names Vice President
of Marketing

VECTORsgi promoted Larry Best to Vice President of
Marketing. In his new position, Best will continue to
oversee all facets of marketing the company's VECTOR
and AdVance product lines and consulting services
including advertising, public relations, analyst relations,
direct mail campaigns, product positioning, training ses-
sions, sales seminars and trade show activities.

Prior to joining VECTORsgi in 1997 as Marketing
Manager, Best served as a Marketing Manager for
Computer Associates, where he was responsible for
banking product development guidance and manage-
ment of the sales support department. He also held man-
agement positions at Cincom, Hogan Systems Inc. and
Peer Services Inc.

California Community Banker
Elected to ICBA Board of Directors

Steven K. Buster, President and Chief Executive Officer
of The Mechanics Bank, has been elected to the board of
directors of the Independent Community Bankers of
America (ICBA), the nation's largest banking trade
organization. Buster's duties with ICBA include mem-
bership recruitment/retention and acting as liaison
between independent community bankers in California
and ICBA staff and leadership in Washington, D.C.

VeriFone Appoints Two to Board

VeriFone Inc. appointed Dr. James C. Castle and Dr.
Leslie G. Denend to its board of directors.

Castle was formerly the chairman and CEO of DST
Systems of California Inc., a worldwide provider of com-
puter services to the cable industry and a provider of
billing services to the cable, telephony, financial services
and utility industries. Previously, Castle served as
President and CEO of Teradata Corp. Earlier, Castle was
Chairman, President, CEO and a Director of Infotron
Systems Corp. He is also a Director of ADC
Telecommunications Inc., the PMI Group Inc., and
Southwest Water Co. Inc.

In his career Denend has served as President of Network
Associates, CEO of Network General Corp., and CEO of
Vitalink Communications Corp. Previously, he was
Executive Vice President at 3Com Corp. and was a part-
ner in McKinsey & Co. Denend served as Special
Assistant to the Assistant to the President for National
Security Affairs.

He was an Advisor to the Chairman of the Joint Chiefs of
Staff and he served as a Director of The Cabinet Council

on Economic Affairs. He also currently serves as a
Director of Exponent Inc. and McAfee Inc.

Grossman Joins Cynergy Data as EVP

Michael Grossman joined Cynergy Data in the newly
created position of Executive Vice President, Sales.
Grossman spent 11 years as a Senior Vice President at
Lipman USA. As one of Lipman's co-founders,
Grossman was responsible for expanding that compa-
ny's distribution of terminals to the U.S. market.

At Cynergy, Grossman will head the sales department,
where he plans to lower merchant attrition, provide
comprehensive training, and focus on technology and
customer service as essential components of delivering
bottom-line value.

ABC Bancorp Appoints CEO

ABC Bancorp's Board appointed Edwin W. Hortman, Jr.
as President and CEO. Hortman has served as ABC
Bancorp's President and Chief Operating Officer, as well
as a member of the Board, since November 2003 when
Kenneth J. Hunnicutt, Chairman of the Board and CEO,
announced his retirement. Hunnicutt will become an
Executive Consultant to ABC Bancorp and continue to
serve as Chairman of the Board.

Hortman has 28 years of banking experience. He joined
ABC Bancorp in 1998 and he served as President and
CEO of Citizens Security Bank, ABC Bancorp's sub-
sidiary. He was promoted to Executive Vice President
and North Regional Executive in August 2002, while
continuing his role as President and CEO of Citizens
Security Bank. Prior to joining ABC Bancorp, Hortman
was Senior Vice President of Colony Bankcorp Inc. and
President of Colony Management Services.

Lasch Joins Alpha Card Services

Alpha Card Services Inc. hired Ted Lasch, former Vice
President of Business Development for CrossCheck Inc.,
as National Sales Manager. Alpha Card Services is a reg-
istered ISO/MSP of Merrick Bank, South Jordan, Utah.

Lasch will be responsible for increasing monthly appli-
cation count from the company's ISO and agent program
as well as offering service to current partners.

Redding Joins Nietech Corp. Board

Peter Redding, former CEO of Standard Register Co.,
joined Nietech Corp.'s Board of Directors. Redding
served as President and CEO of Standard Register, a
provider of document and label solutions for healthcare,
financial services, manufacturing and other industries,
from 1995 until his retirement in 2000. In addition to
Nietech, Redding serves on the boards of Owens and
Minor, and Projects Unlimited.
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Insider's Report on Payments
Gauging What's in,
What's Not

By Patti Murphy
The Takoma Group

©000000000000000000000000000000000000000000000000000000000000000

re person-to-person (P2P) payments the next
wave of change for the payments space? If my
family and friends serve as any indication, the
answer is "yes." Earlier this month I received
my first-ever payment via PayPal, perhaps the most well-
known of P2P service providers and a unit of eBay Inc.

I thought I was pretty hip until I started boasting to
friends; turns out most of them have been using PayPal
for months, if not years. Apparently, they use PayPal
instead of writing checks when divvying up the cost of a
case of wine, vacation rentals, etc.

eBay, which purchased PayPal in 2002, has done a lot to
boost PayPal's public image. I suspect the U.S. economy
has also been a factor. Lots of people, from stay-at-home
moms to out-of-work programmers, have turned to eBay
and/or creating online storefronts to help make ends
meet. PayPal even issues credit cards now.

PayPal (along with similar P2P schemes) is the path of
least resistance into the payments system for individuals
running their own businesses, especially small Web-
based companies. Consider my friend Mark. On his Web
site he sells herbal remedies and high-end water filtration
systems. Mark has used PayPal for about two years to
process online sales, but recently a customer didn't want
to pay through PayPal. Now Mark's applying for a mer-
chant card account.

Ed Bachelder, Director of Research and Analytics at Dove
Consulting, said we can expect more stories like this to
unfold this year, as the transaction acquiring business
reaches deeper inside the pockets of American con-
sumers. "The average purchase size needs to fall in order
to support more growth," he said.

Bachelder, who worked closely with the Federal Reserve
on the electronic payments portion of its latest payments
study, noted that the Fed's data indicate a clear trend
toward greater adoption of electronic payment options,
especially among consumers. Eventually, he said, only
the most ardent of corporate customers, intent on squeez-
ing out of the system every last bit of float, will be left
running checks through banks' big iron processing shops.

"Debit cards will continue to eat checks," Bachelder said.
Especially offline (signature-based) debit cards, he noted,

because those payments get processed across the same
technology railroad tracks as bankcards.

According to the "The 2004 Federal Reserve Payments
Study," while Americans are writing fewer checks (36.7
billion paid in 2003 compared to 41.9 billion in 2000), the
checks are for significantly larger amounts than in the
past. The average check that cleared through the banking
system in 2003 was for $1070, compared to $950 in 2000.

Debit cards are the fastest growing method of payment
for retail purchases, posting 23.5% annual gains between
2000 and 2003, according to the Fed's data. But consumers
use debit cards for smaller dollar purchases.

In 2003, the average offline debit card payment was $42,
while the average online (PIN-based) debit card payment
was $38. The average ATM transaction in 2003 was $85,
the Fed reported.

Some Things to Expect

In keeping with debit card trends and the move away
from paper check handling, prepaid cards (a category that
includes various types of products, from gift to payroll
cards) are gaining a lot of momentum in the marketplace.

Automated clearing house (ACH) check conversion is
another hot item; however, POS check truncation (as envi-
sioned by proponents of Check 21) probably won't gain
much traction until 2006, when most banks are expected
to be image-enabled.

The fastest growing payment application running
through the ACH these days is check conversion. While
the final 2004 numbers are not yet available, Bill Nelson,
Executive Vice President at NACHA - The Electronic
Payments Association, said he expects that when every-
thing is counted, 1.25 billion checks will have been con-
verted to ACH payments in 2004. For 2005, he said
NACHA expects twice as many checks (2.5 billion) will be
converted. (In 2003, a total of 10 billion payments were
cleared via the ACH.)

Gift cards received a huge boost of acceptance and recog-
nition during the 2004 winter holiday season; look for
acceptance to expand even more this year.

"There's no end in sight to the popularity of gift cards,"
said Tracy Mullin, President and Chief Executive Officer
of the National Retail Federation (NRF).

Consumers surveyed by BlGresearch LLC on behalf of
NREF last fall said that they planned to allocate 11.5% of
their 2004 holiday budgets to gift cards, an average spend
of $80.45 per shopper. The research firm TowerGroup pre-
dicts retailers will issue 53 billion gift cards in 2005, up
from 48 billion last year.
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The future of another popular type of prepaid card, the
payroll card, is less certain as regulators consider the
application of federal consumer protection laws (such as
the Fed's Regulation E) to the cards, which have proven
especially popular with "unbanked" Americans.

Loyalty card programs will gain more converts this year
as merchants search out opportunities to differentiate
themselves from the retailing pack. Bachelder said retail-
ers will look for loyalty programs with a new
twist. Perhaps something that runs through the credit
card system?

Competitive Wrangling

There you have my predictions of where I see the action
in payments this year. To recap:

* P2P payments and a trend toward morphing this type
of transaction into credit and debit card payments

¢ Debit cards, especially offline debit

* ACH check conversion

* Prepaid cards

Also look for action on the legal front. I'm not only talk-
ing about the ongoing feuds involving Visa, MasterCard,
American Express and Discover, either. NACHA and
ACH banks may get pulled into legal proceedings over
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rules that currently restrict merchants in collecting non-
sufficient funds (NSF) fees via the ACH.

In the waning days of 2004 a press release came across my
desk from a company called CybrCollect touting its suc-
cess in a legal challenge to a North Dakota Department of
Financial Institutions' (DFI) cease and desist order. It
seems that when a check bounced, the state wanted
CybrCollect to have obtained a written authorization
from the check writer before it could collect NSF fees via
the ACH. A state judge overturned the ruling.

In 2003, CybrCollect was similarly successful in challeng-
ing the Wisconsin DFI rule preventing collection agencies
from collecting returned check fees electronically without
written authorization.

Gary Doherty, CybrCollect's President, complained that
NACHA rules were behind the state DFI actions. He said
he intends to continue fighting rules that prevent his com-
pany and competitors from collecting bad check fees over
the ACH. Could this mean a legal fight with NACHA?
Stay tuned. B

Patti Murphy is Contributing Editor of The Green Sheet and President
of The Takoma Group. E-mail her at patti@greensheet.com .
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The Times, Are They a-Changin'?

Industry survey reveals gradual shift in ATM operators' thinking

By Tracy Kitten, Editor

ATMOTKEIPIOBOM et
This story was originally published on ATMmarketplace.com,
Dec. 20, 2004; reprinted with permission. © 2004 NetWorld
Alliance LLC. All rights reserved.

he ATM industry, like most, is facing the chal-

lenge of change. For decades, it's been

immune. But now that more and more finan-

cial institutions and ISOs are opting for
Windows-based ATMs, while they upgrade to meet ADA
and 3DES compliance, they've opened the door to many
increased functions.

More ATMs are now equipped with capabilities for mul-
tiple functions enabling them to do much more than spit
out cash.

In a recent survey conducted by Bob Fincher, Executive
Vice President of Sales and Marketing for NetWorld
Alliance, publisher of ATMmarketplace.com, Fincher
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found that advanced options at ATMs worldwide is an
industry expectation for the future (read the full survey at
www.atmmarketplace.com/atm_kiosk.php).

The September 2004 survey asked 1,037 leaders around
the world in the ATM supplying, banking and conven-
ience retail arenas about the future of the ATM and self-
service/kiosk industries. Sixty percent of participants
included suppliers, such as manufacturers and ISOs; FIs
made up 21% of those surveyed; and a mere 6% surveyed
included owners of off-premise locations, like C-stores.

According to Fincher, the results provided glimpses of the
future across the board.

"What we did was look at the kiosk (self-service) industry
from a high level and then did the same thing for the
ATM industry," Fincher said. "Then we tried to determine
what factors suggested synergy. We also wanted to iden-
tify the places where there wasn't synergy and where
there wouldn't be synergy; we wanted to find out (from
industry leaders) what the future holds."

Eighty percent of the survey's participants said they
believed the "enhanced self-service functionality” of the
ATM platform would be "mildly" to "extremely" viable
over the course of the next five to 10 years. And 61% said
they expected the future growth potential of "non-cash-
dispensing, financial self-service devices" at financial
institutions over the next five to 10 years to be "moderate”
to "great."

There's No Way of Knowing ...

So do those results coupled with the industry trend for
advanced functionality mean that convergence of the
ATM and kiosk (self-service) industries is inevitable?
Fincher said the chasm between the two industries' opin-
ions "makes it hard to tell."

"The truth is, no one is really sure in which direction the
industry will go," he said.

In fact, when given a chance to openly provide their pre-
dictions, survey respondents shared conflicting view-
points. Fincher said he received comments with every-
thing from "convergence of cash dispensing with non-
cash dispensing services might not be feasible" to "there
should be (and will be) one machine, one space on the
floor, to handle all necessary applications.”

But Gordon Short, President and Chief Executive Officer
of METALfx, a 175-employee manufacturer of kiosk
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enclosures that works with companies like Hewlett-
Packard, IBM and Guinness, said convergence is definite-
ly on the way.

What the Future Holds?

"I don't think there's any doubt," Short said. "The profits
(of ATMs) are narrowing. ... They already have the floor
space, and it only makes sense that they use that space for
more things."

But Gordon believes convergence will be dictated by
placement. For instance, he doesn't expect to see ATMs
located at banks to offer the same range of options that an
ATM at a retail location might. "I haven't really thought
about a bank providing convergence ... but I do see it tak-
ing place in independent locations," he said. "The only
thing you'll see at a bank would be an ATM offering
someone a chance to do their online banking or those
types of functions that already exist at the bank."

"As far as convergence is concerned, I think you will see
it more in the independents (ISOs)," Short continued. He
said ISOs will have to offer something different at their
ATMs than what banks' ATMs offer just to stay competi-
tive. He expects banks to take over the locations that ISOs'
ATMs have traditionally occupied, because the banks can
offer customers lower fees for typical ATM transactions.

Fincher said the divide on industry expectations for the
future has led him to come up with his own conclusions,
based on the results from his survey.

For instance, some insight may be gleaned from the 77%
of respondents who said they were "extremely" to "mild-
ly" optimistic about the growth of their ATM organiza-
tions over the next five to 10 years. Those results are
based on what the industry currently knows about an
ATM, leading Fincher to believe that respondents aren't
anticipating a great deal of convergence or "synergy" over
the course of the decade.

He also said his opinion on convergence was firmly set
after completing the survey; convergence will only be
"slight" over the next 10 years.

"There are often many conflicting factors among the prod-
ucts themselves, and the business models (for each of the
industries) are far from identical, making a great deal of
convergence, in my opinion, unlikely in the near future,"
Fincher said.

If It Ain't Broke ...

Jerry Silva, Senior Analyst of Delivery Channels for
TowerGroup Inc., said ATM operators are finally begin-
ning to take advantage of advanced functionality tech-
nology; but, he said, the services they offer at their ATMs
will remain banking oriented.

Advanced functionality technology has been around for a
long time, Silva said, but banks were reluctant to use it
because of customers' unwillingness to perform anything
beyond cash withdrawals and balance inquiries and
transfers at ATMs.

In his August 2004 report, "Advanced ATM Technology:
Too Fast, Too Furious?" Silva states, "Banks haven't found
the right combination of products or services to be able to
justify the broad implementation of these marvelous abil-
ities through customer fees or through cost savings. Until
recently, ATM technology had simply outpaced the cus-
tomer's (and thus the bank's) desire to make use of it."

Silva added that 60% of ATM transactions worldwide are
cash withdrawals, while about 20% are deposits, balance
transfers and account inquiries, basic transactions.
Because of that breakdown, banks had little incentive to
offer something like check automation, at least until
recently.

"Check automation is very expensive for a bank to do,"
Silva said. "It's an area where the customer has been a lit-
tle iffy ... like putting cash in an envelope and depositing
it into the ATM. The customer is uncomfortable doing
that. But with check automation, because it's electronic,
customers can be assured that their money is going into
their account. So I think it will be successful, and a cost-
saving venture for the bank."

That type of functionality, Silva argued, will only
increase, now that banks are advancing their technology,
shifting from OS/2 to Windows-based platforms. But
Silva said convergence among ATM and non-financial
functions isn't likely.

Everything Old Is New Again ... or Is It?

In fact, Silva said, it's already been proven ineffective.

"Entering kiosks and ATMs (into the same offerings)
has kind of come and gone in waves over the last 10
years," Silva said. "Some have tried to use the two togeth-
er before. It was done in the '90s ... but outside the bank-
ing world, I'm not sure how an Internet kiosk is going
to survive."

With an estimated 1.3 million ATMs deployed worldwide
and between 11 — 14 billion ATM transactions each year in
the United States, the industry appears stable.

The ATM industry, Silva said, has survived for more than
three decades with very little change. The ATM has
proven over the years, he added, that customers don't
like change.

That's why, he argued, FIs and ISOs will have to be care-
ful how they approach functionality.
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Based on Silva's report, customers throughout the world
spent an estimated $1.8 billion on advanced functions,
like ticket sales, at ATMs last year. That comes down to
just more than $1,000 in revenue per machine, Silva said,
adding that "if a machine costs $7,000 or $8,000 to
upgrade, it will take seven or eight years to be profitable."

By that time, he continued, the ATM would likely be
replaced.

Finding a Niche
"For us, it's all about determining what's convenient for
the customer," said Jonathan Velline, head of ATM bank-
ing for San Francisco-based Wells Fargo & Co., the fifth
largest bank in the United States.

More than 97% of Wells Fargo ATMs operate on Web-
based platforms, Velline added. The company expects its
entire network to be running from the same platform by
the close of Q1 2005.

Wells Fargo is known in the industry for its willingness to
try new things, and the area of advanced functionality is
no exception. Wells Fargo has tried both ticket sales and
bill payment, two pilot programs that Velline said
didn't work.
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"They just didn't make sense at the ATM," he said. "You
have to think about what the customer is thinking about:
What does the customer need to do while they're at the
ATM making a transaction? And you have to consider
what all of your customers across the board will be inter-
ested in," unlike ticket sales, which proved only to be of
interest to customers using ATMs near event venues.

Selling stamps at the ATM, for instance, has been success-
ful for Wells Fargo since "everyone needs stamps," Velline
said. In fact, Wells Fargo is the sixth largest retailer of
postage stamps.

"You read about some products that are outside the bank-
ing sphere that just aren't going to work at ATMs,"
he added. "We think customers are thinking about finan-
cial products ... and that's what we're focusing our
attention on."

Personalization Is a Given

Wells Fargo is personalizing its ATMs so that when users
approach, the ATM knows the customer as well as a
human teller would. The ATM is able to advise the cus-
tomer about loans or other offerings that could be of
interest.

Industry experts like Silva and Tony Hayes, Managing
Director of Dove Consulting's Financial Services practice,
said personalization is the expected move toward ATM
advanced functionality.

Hayes added that the future of ATMs will experience two
big areas of change: less ATM deployment, since more
banks will rent fee-free ATM access from other ATM
deployers, and the co-existence of different ATMs, a low-
end cash-dispensing ATM and a high-end one.

"ATM deployers will continue to be very focused on cost
mitigation," Hayes said. "But one of the areas that's going
to see significant increases is the growth of ATM servicing
by independent providers for maintenance and cash
replenishment.”

Hayes added that companies like Bantek West Inc. and
Efmark, which provide ATM services, will have very
profitable futures.

Over the course of the next five to 20 years, Hayes and
Silva said, the industry will grow as more and more
ATMs are replaced and upgraded to Windows-based
platforms that provide advanced functionality. But, the
type of services these machines provide isn't expected, at
least in the near future, to change very much. &

Link to original:  www.atmmarketplace.com/research.htm?

article_id=217338&pavilion=29&step=story
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ISO Programs for the New Year

very new year brings ideas and plans for change and growth. Last

year was filled with ongoing discussions about a new and

improved strategy for merchant level salespeople (MLSs). The over-

all message: As an MLS, in order to differentiate yourself from the
competition and better retain merchants, look beyond credit card processing to
offer value-added solutions. To expand your merchant portfolio, target mer-
chants beyond the traditional retail store and tailor offerings specifically for
those merchants.

It's only the first month of 2005, but it's time to put what you've learned to
good use. Your ISO partners certainly are. They've already introduced many
exciting new programs to add value to you and your merchant customers, and
more are on the way.

ISOs' offerings range from unique ways to sell value-added solutions, to help-
ing you better your own business through Web-based reporting for improving
customer service and free equipment for increasing your bottom line.

There are many potential partners to choose from, so if you're an MLS, make
sure that you find the right company and program to fit your needs. Because
we are limited on space, following are only a few examples of what ISOs have
planned in 2005.

Opportunities in the Medical Market

Coach Ron Tunick, President of Newbury Park, Ca.-based Cornerstone Pacific
Inc., the West Coast representative of Cornerstone Payment Solutions, has a
new company name and a new initiative.

Tunick now calls his company Nations Transaction Services (NTS). With his
new program, he's bringing pharmacies to doctor's offices. Intrigued? Tunick
has partnered with Nations Pharmaceuticals.com to supply doctor's offices,
physicians and clinics with an on-site pre-packaged generic medication dis-
pensing program.

"With 22 years in the business, I'm always looking for products to get sales reps
in the door," Tunick said. NTS rolled out the program in late 2004. Tunick said
he already has 22 state managers and over a 130 reps in place for this program.
"We can't train people fast enough," he said.

Through the program, doctors receive software for their computer, generic pre-
packaged medicine, a dispenser cabinet, bar code reader, labels, even the mer-
chant account, at zero cost to the doctors. They can accept cash, checks or cred-
it cards and payments are processed through the Transaction Central payment
gateway. Tunick said doctors can earn $5 — $25 per prescription through a co-
pay, and MLSs can earn $0.75 — $1.00 per prescription.

As part of its Payment Solution Provider program enhancements for MLSs,
Charge Card Systems will offer a new health care benefit verification service,
called SPOTCHECK, which is an add-on product to the VeriFone Omni 3750
POS terminal. The service provides electronic authorization for healthcare and
insurance benefits as well as bankcards, all on the same terminal. For informa-
tion about additional opportunities in the medical market, see "New
Technologies Opening Unexpected Doors" on page 1 of this issue.

There's Value in It

Through a strategic partnership
with IRN, Payment Option
Solutions LLC has developed a
check processing solution called
Paid On Signing (POS), where it
provides check programs for specif-
ic types of merchants. (i.e. super-
markets) and will base pricing for
merchants on a transaction basis.

When a merchant runs a check
through an electronic check reader,
if the DDA account is drawn on a
member bank, then the transaction
is sent to the Visa EFT Network. If
it's a non-participating account, the
transaction is converted to an ACH
conversion after verification.

The check writer's account is
accessed, and if funds are available,
they are captured. If not, the trans-
action is denied. POS settles with
the merchant for the day's
check debits and approved ACH
transactions.

Landmark Merchant Solutions is
providing something unique that
almost any merchant would value,
whether it's a traditional brick-and-
mortar or online business: a free 15-
page Web site custom-designed and
built by Landmark and delivered
within 10 days.

The company will also host and
support the Web site, which
includes a shopping cart, domain
name and up to five business e-mail
accounts, also at no charge.

"Because of the Web site, merchants
view Landmark as more than just a
credit card processing service," said
Alan Gitles, Landmark's Chief
Executive Officer. "They see us as an
indispensable marketing vehicle,
which not only increases their sales
... but actually drives traffic to their
physical and virtual storefronts.

The Web Works

More and more ISOs, lured by the
Web's real time and "always on"
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capabilities, are moving many of their standard process-
es, from reporting to merchant application submissions,
to the Internet. This way, both their merchant and MLS
customers have convenient access to the most up-to-date
information about their business.

As part of its Agent Services program, North American
Bancard (NAB) recently launched a new online merchant
application system called ELAP. It enables NAB's MLS
partners to enter merchant information, set pricing and
equipment deployment preferences and submit the appli-
cation all from a link in NAB's agent info center.

"Once the application has been submitted, the download
will be built and e-mailed within minutes; the equipment
will be prepared for deployment; and the merchant will
be 'boarded' and ready for processing," said Marc
Gardner, NAB's President. "Now you can get your
accounts up and ready to process within one hour of sub-
mission."

Nationwide Payment Solutions LLC (NPS) created a
Web-based reporting platform based on direct feedback
from its salespeople. The merchant version has settlement
reporting including next day interchange qualifications of
all transactions, transaction details (truncated), batch
information and the ability to view activity for multiple
terminals as well as multi-locations.

The agent version offers a view of transaction activity
details, including interchange qualifications, rates and
merchant billing statements, merchant set-up informa-
tion, account status and real-time help desk call notations.
Agents can also track residual activity down to the penny.

"When we started this venture, one of our goals was to
create a company where salespeople would benefit from
evolving technology," said Jamie Nonni, Chief Operations
Manager for NPS. "[We did this] by asking salespeople
their opinions on how to design a system that would
improve the way in which they did business. The end
result is our new reporting system."

Merchant Services Inc. (MSI) now offers a Web-based
application that not only provides the latest information
on the merchant application, but it also interacts with
MSI's database to provide speed, accuracy and account
approval; it creates applications ready for download with
"auto build" instructions in less than four hours.

The site provides access to information on the merchant
application from the time it's submitted to delivery, MID
numbers for Visa, MasterCard, American Express and
Discover, approval times, TID numbers, download num-
bers and shipping and tracking information.

MSI provides merchants and its agent partners with inter-
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active information such as online access to batches, state-
ments, FAQs on statements and fees, Quick Reference
Guides, and information on terminal support such as for
programming.

MSI also announced it is one of the first ISOs to certify
and launch Ethernet-based payments with the VeriFone
Omni 3750 Internet Protocol-based POS terminal.

Charge Card Systems said it also has an interactive Web
site it's getting ready to rollout. The systems includes a
complete CRM solution as well as merchant account
application entry, equipment ordering, online status
reporting, agent e-mail and online commission and resid-
ual reporting for all of its payment services.

Managing Customer Relationships

ISOs are always looking for better and more efficient
ways to keep track of customer service calls in order to
provide the best service possible for their merchant cus-
tomers and their agent partners.

Cynergy Data developed its own in-house "ticketing" sys-
tem it calls TracklIt, which monitors incoming questions
and issues from the point of call through resolution. By
maintaining a "ticket" on each call that cannot be resolved
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immediately, Tracklt provides staff with access to real-
time information about the caller and their issue. The sys-
tem automatically escalates calls to the staff person best
equipped to handle the issue and also assigns a resolution
deadline.

"Recognizing that, at the end of the day, customer service
adds far more value than tangibles like product and price,
Cynergy Data continues to invest in those areas and
maintains an industry leadership position in providing
legitimate support to our ISOs and their merchants," said
Nancy Drexler, Marketing Director for Cynergy Data.

This year Total Merchant Services (TMS) is introducing a
new approach to working with its MLS partners. The
company has created what it calls a "Special Forces Work
Group," which is a branch of professional, well-trained
relationship managers dedicated to working solely with
sales agents.

Ed Freedman, TMS' founder, President and CEO said
members of this group are available to provide MLSs
with personal attention in any situation: from the appli-
cation process, risk management, downloading programs
to addressing commission issues.

"Total Merchant Services' Special Forces Work Group is at
the ready to give personal partnership training and
ensure that it gets done exactly the way MLSs want,
including how they prefer their download programs
built, what terminals they're selling and how they want
deployment of terminal equipment, PIN pads and more,"
Freedman said.

Free Equipment to Boost

Perhaps one of the most talked about new initiatives
introduced to the industry is United Bank Card Inc.'s
(UBC) free credit card terminal offering. As of Jan. 18,
2005, the topic had more than 2,000 posts on GS Online's
MLS Forum; Ed Freedman also addresses the offering in
"Street Smarts" ("Free Lunch?" on page 78) in this issue of
The Green Sheet.

As part of its new program UBC now provides Lipman
NURIT 8320 terminals free of charge to its ISOs/MLSs,
who can then turn around and offer the product free of
charge to their prospects.

"We're the first processing organization to go nationwide
with a free equipment program,” said Jared Isaacman,
UBC's CEO. "All of our ISO/MLS partners now have the
ability to sell two to three times the number of merchants,
thereby increasing their overall portfolio dramatically."

Isaacman said UBC's program is very similar to one
offered by a cable TV company or wireless cell phone
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company in that the "box" is free in exchange for the serv-
ice. He also said there are no hidden fees or long-term
contracts as part of the deal.

UBC will pay ISOs /MLSs an additional $100 up-front
bonus per merchant application to counteract the loss
resulting from giving away the terminals, which
ISOs/MLSs usually sell or lease to merchants.

In addition, UBC has built and launched the first nation-
wide signature capture network. This technology,
Isaacman said, had only existed on a custom basis for the
large multi-location retailers such as Macy's or Best Buy.

UBC developed the network to give smaller, single loca-
tion merchants the benefits (such as online receipt storage
and automated responses for chargebacks and retrievals)
of using signature capture. The signature capture pad
comes free with the service and works in conjunction
with the free equipment program. The devices work with
Lipman's family of terminals.

"I believe signature capture will replace the debit PIN pad
as the new 'lead-in' sales product for 2005," Isaacman
said. "The cost is minimal, the benefits are dramatic, and
existing merchants and MLSs will embrace it."
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Defining the Payments Industry

"Encyclopedia of Terminology
for the Acquiring Industry"

dia of By Donna Embry
E“G“u‘ﬂ‘pa for t‘-‘a Electronic Transactions Association, Washington D.C., 2004

T E\.m‘mu\'ﬂg‘f Paperback, 295 pages

\ndustty ISBN 0-973187-0-5
é.c\\'-\““\“g To order call 800-695-5509 or visit www.electran.org
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line of key historical dates in the payments business, and
a bibliography that lists books, conference publications,
periodicals (including The Green Sheet) and Web sites
for reference.
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of buzzwords and acronyms. And if you're

new to the industry, you have an entirely

new language to learn; it might take several
months to understand what everyone else is talking
about. If only you had a comprehensive glossary of terms
to keep on your desk or in your briefcase to help you
"translate" or further comprehend information. Well now
one exists.

JeE

The Electronic Transactions Association (ETA) has pub-
lished the "Encyclopedia of Terminology for the
Acquiring Industry," compiled by Donna Embry.

Many payments companies offer a glossary on their Web
sites to provide visitors with a better understanding of

their business, and a reason to return to the site; however, THE mull GH’GUF

no glossary that we have seen compares to ETA's

"Encyclopedia.” 86 6- 5 59'7627

79 Hubble Drive, Sulte 102 St Charles, MO 63304
The book has nearly 300 pages of more than 3,000 terms . Ph“n,,;m:,;q:m:n 2 ‘h,lﬂ,;hn:;,“muppﬂunm
defined and includes cross references, acronyms, a time-
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Starting with the letter "A" and ending with "Z" (there are
even entries under the less commonly used "Q" and "X"),
ETA provides definitions relating to:

POS technology, e-commerce and the Internet, inter-
change, processing policies, operating guidelines, issuer
programs, credit and debit card technology, banking
rules, regulatory bodies, payment types, merchants, card
Association programs, standards, security, payments
organizations, sales and marketing ... the list goes on.

The definitions are clear and concise and when needed,
extensive. However, if you are brand new to the industry,
you might have to flip back and forth between definitions
because the terms are defined in a way that assumes you
have some level of industry knowledge.

For instance, ETA defines "fulfillment" as "a document
image that the acquirer supplies in response to a copy or
retrieval request.”

If you don't know what an "acquirer" or a 'retrieval
request” are, you might not have a complete understand-
ing of "fulfillment" until you look up the other words. But
all of the definitions are there.

And that's what is wonderful about this book; it's
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complete and it works for both beginners and veterans.

Embry has more than 38 years' experience in the
payments industry. She most recently served as Director
of Education for ETA, where she was instrumental in
developing the curriculum for the ETA University
(ETAU) General College introduction classes.

Embry currently serves as the instructor for ETAU's
Introduction classes and is involved in the development
of future classes in the other colleges of ETAU. Embry is
also Chief Operating Officer of Falmouth, Mass.-based
TenderCorp LLC.

ETA recommends viewing the "Encyclopedia" as an
"evolutionary work in progress" because many of the
terms and definitions, like in any language, change. In
this industry, changes come from new standards,
programs, categories and qualifications. ETA will publish
updates to the book periodically.

You can view sample pages and download an order form
on www.electran.org/info/eta_glossary.asp .

The book is $50 for ETA members and $75 for

non-members, plus applicable shipping and handling.
=
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Business Payment
Systems

MLS contact:

Steve Feldshuh
212-386-7220 ext. 236
Steve@joinbps.com

Company address:

150 Broadway 3rd Floor

Phone: 877-700-7947

Fax: 646-253-1257

Web site: www.busy-us-a-bee.com

MLS benefits:

® One-stop shop for all MLS needs

® Reporting system that allows full access to all
business at any time

® In-house training

® Multiple application terminals

Bee-ing Business Payment Systems

n 2001 The Green Sheet

ranked Business Payment

Systems (BPS) as having the

most registered representa-
tives of any ISO in the country. At
that time, the company had more
than 500 independent sales
agents and reported annual sales of
$1 billion.

In the few short years since then,
BPS maintained its momentum. By
the end of 2004 the company
increased its representatives to 1,500
and annual sales to $3.5 billion.

BPS, a registered ISO/MSP for Bank
of America, is the largest ISO for
National Processing Co. (NPC). This
is significant because NPC processes
more than 1.6 billion transactions
annually; that's 20% of all
MasterCard and Visa transactions
nationwide.

BPS' services include credit card
authorization and settlement, debit
processing, electronic benefits trans-
fer, chargeback solutions, gift cards,
ATMs, prepaid products and e-com-
merce solutions.

"Credit card processing is just not
enough," said Sam Chanin, Chief
Executive Officer of BPS. "That's
why we call our business 'merchant
services.'

'‘Merchant services' means every-
thing helps the merchant do busi-
ness and that, in turn, helps us do
business."

Rapid Growth

growth, especially  considering
that the company is less than five
years old.

"We started off in a small office in
Brooklyn, where you couldn't fully
stand up because the ceiling was too
low," Chanin said.

"We then moved to a larger office in
Tarrytown where we would be able
to expand our business by a couple
hundred deals a month. Shortly
afterwards we established the
'Bee Appreciated' incentive pro-
gram, and business really started
to boom."

In 2003 BPS bought out three of the
eight partners and became NPC's
largest ISO.

It's clear that the future looks as
bright as the past for this company.
In 2004 alone BPS signed deals
with TransAKT Corp., Q Comm
International, Secure Payment
Systems Inc., and The Bancorp Bank.

MLS Focus

agents; the company very seldom
works directly with merchants. "We
don't compete with our agents; we
allow them to establish their territo-
ries and run their business,"
Chanin said.

In addition to allowing agents to
work autonomously, BPS strives to
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create a supportive environment for
merchant level salespeople (MLSs)
and gives them the tools to be as
productive and successful as
possible.

"We're here to be the sales agents'
advocate, to make sure their busi-
ness is being taken care of and that
they're being paid properly every
month," he said.

BPS understands that the time most
MLSs must devote to administrative
tasks is time better spent closing
sales and increasing the bottom line
for both the agent and BPS.

"We are a one-stop shop for all mer-
chant and agent needs," Chanin
said. "We take care of the operations
work so the sales rep can get out
there and do what he does best
without having to worry about
applications not being processed,
terminals not getting downloaded,

West Coast
B77-635-3570

Diirect Banking Relationship
Co-op Marketing Man
Mo Liability Programs

Ower 25 Revenue Streams

Sales Martners:

and residual checks being late or
even not coming at all."

The company offers in-house train-
ing; in fact, every week 25 — 50 reps
take advantage of the training
opportunities.

"We are willing to invest our time
and our money to make sure your
business grows," Chanin said. "We
also offer our agents lead generation
services for a nominal fee."

While BPS does share revenue based
on transactions and sales volume, it
does not take a percentage of
the equipment or set up fees from
the agent.

"We pay out 100% of any upfront
fees, equipment fees, application
fees, etc.," Chanin said. "On residu-
als, we make money by sharing rev-
enue with the agent."
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Additionally, BPS reports that its
timely and continuous residual pay-
ments have cut agent attrition to
nearly zero.

"We pay residuals on time every
month," Chanin said. "We haven't
missed a day since we opened up."

Agents are free to recruit sub-agents,
but BPS pays everyone directly,
which diminishes the risk of agents
skimming from their sub-agents.

Agent and Merchant Support

Chanin said that agent and mer-
chant satisfaction prove vital to BPS,
and the company spends most of its
money on client support and cus-
tomer service. "A huge part of our
business is our client support
department,” he said.

He also said the company always
has fully staffed client and customer
support departments and that the

East Coast
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Wireless Solutions

Gifi Card Program

Check Guarantee Program

Equipment Leasing

- I'r VIILLE I""';.'l ﬁll.llhi.l”l Sl JI."'I!.'E' "':.|I. Bl ”"-"\-III\.I.I Il'l- ik 1|‘1I1'-h '-'-I:II 155Cis iII exceLs ol 5_1 Hi-lzill'll

# Build a secure residual seream with the know |'.'-.§!:-\.' thar vou are A 0o ke |l.|.u|!

* Keep vour merchants with our SUPERIOR customer service, our average hold rime is 48 seconds

. l'-l:. I|1l:' IIZJII'I"'\. WLFLL II!'.'L'\GI: ! 'll'III:I1|.' i'!.l.'lllil'.l Illg'_. HI'\-I\. ."'al-.i..“.ll_'_l.'llll:'l'uf. I".I'\.i.'l.l. '1I.|.'\l||"|. I II'I\.'I .I: | .-|1l.E|.-| Wy Ii':lll!'_

* Farn addivional commissions on FespeRgim CUTTENCY TRansIcT s

i -
-} ';._:".:ll.:lll.' AL 1T PIELES 111 CHIC LH BERLFIC Il.:-r-.'s;::n LLLETCTAACS

with DYNAMIC CURRENCY CONVERSION (DCC) FROM HUMBOLDT MERCHANT SERVICES







Are You a DIY ISO?

We're Here to Help

Conversion Bonus
Free Reprograms
Free Merchant Training
Flmllhle Hmn u& Prug mm

Purﬂaliu Huy-ﬂuts & Loans
Illedi-.':al Bﬂ-nehtﬁ Fundlng

Faxabhle Program

Wi AEElale of mnt DgEms nooded!

Eﬂruh_:-& & Support

ﬂn—H ne App It: atiun

You Close the Deal
We'll Handle the details

Why do it all yourself?

r'E-r-";EI about all he naw “loals EE-‘IQ offared -
what il boils down fo is more work fior you wihach
maans ess fime E-{"E‘.'\-lnl;l Ny DUSINESS
Aufomated procossss are great, but mosk
merchants arant o 28 i all’. When you

need 1o speak 1o a real persan, Paymenca T g
will be thare * W "'-i_'-—__.-—"—"'_.:—.._
—
Working on & beg deal that needs a professscnal \ N\ = { X
\Y Y
edga? We provide shared cost or free markeating !
assistance for your associations and large
rudti-location menchans, inclehng markeling 1 !B T 7 - PAY M E R l c A
madanals, business planning and irade show
assistance { 729 -6374 l
Ext. 301

Faymarcs LLL & & regaiened IS0V of | ¥ Womgan Chks Bl
Herhgplle W



"Throughout BPS'
growth we've gained
a lot, but our focus

is still the agent. Our
vision at BPS is that
within three to five
vears we have over
100,000 merchants
that are truly owned
by the merchant level
salesperson.

"BPS is not
something we do
for a living ...
it's our lifel"

- Sam Chanin
CEQO, BPS

s & S
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average hold-time for merchant
calls is less than one minute.

Sales agents "develop a sincere busi-
ness relationship with their client
support representatives and trust
them with their money and busi-
ness, which in turn allows the agent
to get out there and sell,"
Chanin said.

The client and customer support
investment has paid off in the form
of low merchant attrition rates, less
than 1%. BPS training its sales force
to disclose everything to merchants,
eliminating any unwelcome surpris-
es, might also be a reflection of low
merchant attrition.

The company also offers extensive
valued-added services. For BPS,
value-added services are "golden
handcuffs."

Once merchants trust agents with

their money, they can then sell them
programs such as prepaid, gift card
or loyalty services, making it unlike-
ly that merchants will ever need or
want to move their credit card
processing somewhere else.

Commitment to the Future

Chanin and BPS feel that each MLS
has substantial opportunities for
growth, and BPS wants to encour-
age that progress as much as
possible.

"Throughout BPS' growth we've
gained a lot, but our focus is still the
agent," Chanin said. "Our vision at
BPS is that within three to five years
we have over 100,000 merchants
that are truly owned by the mer-
chant level salesperson."

And the company just might accom-
plish this because, in Chanin's
words, "BPS is not something we do
for a living ... it's our life!"
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What's Next? Payment Processing
Tips and Trends for 2005

By John Martillo
he numbers are in. Electronic payments topped personal check pay-
ments by $7.8 billion over the course of 2003, according to "The 2004
Federal Reserve Payments Study," released in December 2004. In
addition, Visa reported card transactions of $197.5 billion for the
holiday shopping season, a 15% increase over the same period last year.

According to the National Retail Federation, debit cards were even more pop-
ular than cash in 2004. And Bloomberg News estimates that consumers spent
more than $20 billion on gift cards during November and December 2004.

Did you notice it this past holiday season? I did. I noticed that the gifts many
of us asked for and gave to others didn't need wrapping paper or bows;
instead we coveted and bestowed gift cards in record numbers.

For those of us who did buy and wrap actual presents, we learned that there
was no need to fight the crowds at shopping malls and department stores.
Online shopping has become simpler and more secure than ever.

Fraud protection improves every day and brick-and-mortar companies
increasingly discover that online retail is a lucrative way to expand market
reach and profits.

Paying with plastic has become more mainstream as customers seek and find
a more convenient way to pay, so I expect that the 2004 holiday season will be
a record-breaking one for Cynergy Data and most likely for your business
as well.

So what lies ahead in 2005? There's no denying that business is booming for
people in our industry, but where is it going? Which emerging trends should
your business capitalize on?

Specialize, Specialize, Specialize | o
I already see the beginnings of a major marketing shift for ISOs and merchant
level salespeople (MLSs). Before, many sales offices presented themselves as
one-stop shops for processing and boasted about a wide list of clients across
many geographies and industries.

However, now many offices see the advantage in positioning themselves as
specialty boutiques by catering to merchants in specific industry segments.

These ISOs/MLSs present themselves as processors that know an industry
inside and out and, as a result, anticipate problems and create solutions unique
to that industry. Electronic processing therefore becomes not only a necessary
evil, but a value-added solution.

To take advantage of this switch in focus to vertical markets, look at your ros-
ter of merchants and consider in which industries most are concentrated.
Brainstorm different areas, even untapped ones, where you might offer credit
cards services.

By 2007, | predict
we'll see more
1ISOs/MLSs and

processors marketing
themselves as
experts in narrowly
defined vertical
markets rather
than as generalists.
Start specializing
now to stay ahead
of the game.

Recent industry news shows us that
vending machines and fast food
have broken the bankcard barrier.
Look around and see what indus-
tries could improve business by
accepting all forms of payment.

Once you have a list of target mar-
kets in mind, put together specialty
sales packages that show prospec-
tive merchants how well you under-
stand the specific needs of their
industry.

By 2007, I predict we'll see more
ISOs/MLSs and processors market-
ing themselves as experts in nar-
rowly defined vertical markets
rather than as generalists. Start
specializing now to stay ahead of
the game.

Wireless Options
Open Doors

As the shape of traditional process-
ing options continues to change, ter-
minal technologies will shift and
adapt, too. In 2005, wireless termi-
nals are positioned to be the
next invaluable must-have for
merchants.

These products make doing busi-
ness on-the-go really easy by allow-
ing merchants to conduct business
anytime and anywhere. Many
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models are portable and lightweight enough that mer-
chants can carry them comfortably in their pockets.

Merchants who do business at trade shows will
save money by going mobile, eliminating those $50- to
$100-a-day rental fees for adding dial-up phone lines to
their booths.

Also, in the same way that many of us in large cities
have given up land lines and instead rely on our cell
phones, wireless terminals that function as cell phones
will start to make a lot more sense for merchants.

Merchants who use a cell phone/wireless terminal
combo benefit from getting two must-have pieces of
equipment for the price of one, and that's hard to beat.

Finally, for businesses that do a lot of delivery orders,
wireless terminals greatly decrease risk, which keeps
processing fees low.

When customers swipe their cards and sign the receipts
upon delivery of their pizzas or Chinese dinners, mer-
chants will save on the card-not-present fees and
process at the lower swipe rate.

For Every Problem, There's a Solution

Another major trend for 2005 is the "solution." I'm not
talking about only solving problems, which never goes
out of style. I mean the way that many companies have
started to package products and services together as
complete solutions rather than selling the individual
parts that make a whole.

You can extend this approach to our industry by group-
ing the services you provide (i.e. a typical processing
package consisting of a wireless terminal, good rates,
training materials, and intangibles such as great cus-
tomer service and technical support) and then market-
ing them as a made-to-order mobile processing solution.

This variation might seem minor; after all, you still pro-
vide merchants with the same components and services.
But think of it this way: In 2005, you'll not only sell mer-
chants the ability to accept credit cards, but you'll also
sell them a complete, no-hassle solution to a problem.

A side benefit of selling solutions rather than products is
a major decrease in merchant attrition. Think about it:
Most of us sell merchants the same terminals, with sim-
ilar customer service and technical support, at roughly
the same rates.

If the only reason merchants process with you instead of
the competition is because you undercut their rates by a
few basis points, the next ISO/MLS who walks through
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the door can steal your merchants away simply by beat-
ing your price.

But if you've sold merchants a solution, and I mean real-
ly convinced them of the ways your company will take
care of them financially and otherwise, then it will take
a much better pitch than, "T'll give you a deal that's a few
percentage points better than what you're getting now"
to get merchants to jump ship.

Training

About 2,000 years before the invention of credit cards,
Aristotle said, "Excellence is an art won by training."
Today, this is truer than ever.

Our industry is not new anymore, and as our business-
es grow in volume, they also expand horizontally to
incorporate new technologies and offer customers new
payment options.

The opportunities for profit in our industry attract the
brightest people from all walks of life, but there's more
and more information that they will need. And the vet-
erans, people who have been processing for a decade or
more, still have new things to learn.

How successful will any of us be if we never learn how
to sell anything but Visa and MasterCard transactions
swiped at point-of-sale terminals? Not very.

Cynergy Data has made a New Year's resolution to
invest staff and financial resources in training
ISOs/MLSs and merchants to conduct their businesses
knowledgeably, responsibly and profitably.

We're creating training materials that cover virtually
every aspect of processing. And as our gift to you, we'll
share these efforts with you via our new series of
upcoming articles in The Green Sheet titled, "Things You
Need to Know." We hope you enjoy them and find them
helpful. Happy New Year everyone!

Cynergy Data is a merchant acquirer that provides a wide array
of electronic payment processing services while continually striving
to develop new solutions that meet the needs of its agents and mer-
chants. In addition to offering credit, debit, EBT and gift card pro-
cessing, along with check conversion and guarantee programs, the
company offers its ISOs the ability to borrow money against resid-
uals, free training and marketing, and state-of-the-art customer
service. Founded in 1995 by Marcelo Paladini and John Martillo,
Cynergy Data strives to be a new kind of acquirer with a unique
mission: To constantly explore, understand and develop the prod-
ucts ISOs and merchants need to be successful and to back it up
with honest, reliable and supportive service. For more information
on Cynergy Data contact Nancy Drexler, Marketing Director, at
nancyd@cynergydata.com .



VeriFone Inc¢. Files for IPO

n Jan. 11, 2005, San Jose, Calif.-based

VeriFone Holdings Inc. filed an S-1 registra-

tion statement with the Securities and

Exchange Commission (SEC). The statement
did not indicate how many shares will be offered or esti-
mate the price of the initial public offering (IPO), but the
company hopes to raise up to $230 million.

VeriFone said it would use the proceeds to pay off $72
million in debt and a prepayment premium of $2.2 mil-
lion and for possibly acquiring companies and new tech-
nologies down the road.

As part of its IPO, VeriFone will issue and sell a portion of
the shares, and the company's stockholders will sell the
other portion. The company has applied for a listing on
the New York Stock Exchange under the trading symbol
"PAY." Credit Suisse First Boston and JPMorgan Securities
Inc. will serve as joint managers for the offering.

Majority owner of VeriFone is Chicago-based venture
capital firm, GTCR Golder Rauner LLC, which recapital-
ized it in 2002. VeriFone, a 24-year-old company, had its

ab: 0.0279
c: 0.0319
d: 0.0399

initial initial public offering in 1990, but Hewlett Packard
Co. (HP) later acquired it in 1997.

An entity affiliated with Gores Technology Group bought
VeriFone from HP in 2001 and still maintains a minor
ownership interest in the company. Upon completion of
the offering, GTCR will still control VeriFone, according
to the S-1 filing.

As of Oct. 31, 2004, VeriFone reported $390.1 million in
revenues. About $248.5 million of that is from its United
States operations. The company employs approximately
850 people worldwide, including 309 in research and
development.

In December 2004, VeriFone said it would acquire Return
On Investment (ROI) Corp.'s PC-based POS payment
processor, GO Software Inc. (see "VeriFone Buys GO
Software From ROI Corp.," The Green Sheet, Dec. 27,
2004, issue 04:12:02).

In May 2003 ISO iPayment Inc. (NASDAQ: IPMT) went
public; in August 2004, Heartland Payment Systems Inc.
filed an S-I statement with the SEC, and Cardtronics filed
one in March 2004. &




A Look Ahead: Payments
Predictions 2005

By Michelle Graff
R
ow. It's 2005. We've reached the midpoint
of the first decade of a new century. The
payments industry has come a long way in
the past five years. And as merchant level
salespeople (MLSs), you can take a lot of the credit for its
rapid growth. Back in 2000, you first heard the terms
"multi-app," "IP-enabled," "3DES" and "value-add." What
is now known as the "Wal-Mart settlement" was then
only a rumble. And unbundled debit pricing didn't exist.

What should we expect in 2005? It's the time of the year
when everyone makes predictions and resolutions. In 12
months, some of these will have come to fruition, while
others will fall the way of their many predecessors. I pre-
dict that the payments industry will continue to embrace
the solutions that have demonstrated success over the
past few years, with a sharper focus on retention-building
solutions for long-term profitability.

Interchange Will Get Very Interesting

If you think a lot of confusion exists over interchange
qualification levels and pricing tiers now, only one phrase
comes to mind: "You ain't seen nothin' yet!" Things are
about to get very complicated. This April will bring a lot
of interchange rate changes, including new card type cat-
egories based on the cards customers carry in their wal-
lets: a traditional card, a regular rewards card or a premi-
um rewards card. Imagine a merchant's confusion when
the exact same sale to three different customers, all pay-
ing in a card-swipe environment, results in three
different fees.

The card Associations have unbundled signature debit
pricing, giving you an opportunity to present more
options to merchants, as well as to use the debit discus-
sion to promote the value of PIN-based debit as a lower-
cost consumer payment option. Change breeds opportu-
nity. Help desks will light up with calls from merchants
asking questions about higher fees. You'll no longer look
at a Custom Payment Service (CPS) Retail swipe rate and
get the whole picture. Instead of sitting back and bracing
for the reaction, arm yourself beforehand with the knowl-
edge and tools you need to prosper in this time of change.

New Year's Resolutions:

¢ Understand the new interchange pricing structure,
and be pro-active in the development and use of tools to
allow "apples to apples" comparisons at the detail level.
 Understand pricing on debit cards, gross/net rebate
programs, surcharges and downgrades fees.

* Take advantage of the resources available to you.
Work with your acquirer partner on the development of
accurate interchange pricing calculators that allow you
to dig deeply for the real answers when doing compar-
ative quotes.

* Don't wait until April. Protect your turf and educate
your customers. Analyze your merchant portfolio, iden-
tify "at risk" merchants most affected by the changes,
and let them know what to expect.

You Will Get Closer to Customers

It simply isn't fun to sell what many view as a "commod-
ity" into a saturated market, where MLSs and merchants
sign deals solely on the basis of price, and set quotas and
success measurements on new merchant activations. But
it can quickly become a zero-sum game, and the end
result is merchant churn. For every 10 merchants signed,
seven leave, and you often aren't aware until it's too late.
Hidden fees and surcharges become the only profit mak-
ers, and once merchants discover them, perhaps by a
competitor doing a rate review, your portfolio is exposed
to high attrition.

The market has changed, but many ISO/acquirer busi-
ness models haven't. There's real opportunity in under-
standing how to segment a portfolio and offer more than
price. Not all merchants are alike. In fact, the similarities
end beyond the statement that they all "take credit.”
Businesses are unique. And for each segment, there are
value-added applications that really mean something to a
merchant.

Merchants in tourist areas are prime targets for dynamic
currency conversion (DCC). How often have you been
able to offer merchants a program that actually pays them
back? Some processors surcharge for foreign card trans-
actions, yet DCC results in merchant rebates. Now that's
a no-brainer sales pitch. Electronic gift cards won't slow
down in 2005. And when it comes to retention, there's
nothing better than a population of loaded cards in con-
sumers' wallets. It makes it pretty tough for merchants to
leave. Even if merchants consider switching, it will usual-
ly result in a phone call, and a save opportunity, for you.

New Year's Resolutions:

¢ Find the real "sticky' applications and use your brain
and your calculator to factor in total lifetime
value of your best customers and what it will take to
protect them.

* Get out of the price wars. Spend time analyzing your
merchant data to really know and understand who your
highly valued customers are. Your goal: to be connected
to those customers so that you can better retain them.
Segment your base by market, volume, length of serv-
ice, application and solution needs, and profitability.
Find a common denominator among each segment and
think of opportunities to go back to that merchant
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with clear goals for cross selling, up selling, and
improving retention.

* Bundle your solutions and tailor your sales pitch
based on merchant segment. Don't present the same
electronic check pitch to an auto service business as you
would to a beauty salon. Offer the same service and
benefits, but different positioning and value statements.
Speak the merchants' languages and bundle the value-
added solutions that will help their business.

Opportunities Will Expand
for Electronic Check

In 2004, Check 21 took effect and created a new dialogue
including the terms "imaging," "substitute checks," "point
of presentment (POP)" and "accounts-receivable conver-
sion (ARC)," which are now part of everyday conversa-
tions in our industry. Look for 2005 to bring wider accept-
ance of electronic check conversion. In 2005, new markets
will open with the introduction of ARC processing where
the check is present, but the consumer is not. This is typ-
ical of receivable payments, recurring dues/payments,
mail-order purchases and drop-box environments, such
as apartment properties.

These businesses usually know their customers, accept
recurring payments and operate in consumer-not-present
environments. They want the efficiency of electronic pro-

cessing to reduce costs and improve the timeliness
of deposits.

New Year's Resolutions:

* Target businesses outside of typical credit card
acceptors. As April 15 approaches, consider presenting
electronic check conversion to tax accountants.

¢ Talk to merchants about the risks of accepting out-
of-state checks and the benefits of electronic check serv-
ices, especially as businesses in tourist areas gear up for
the summer season.

* Understand the impact cash flow has on your
prospects' businesses and talk to them about faster
funding on checks.

The Lawyers Will Get Richer

Our industry will continue to be dragged through the
legal system with more lawsuits and settlements. Who
knows what the outcomes will bring? Stay tuned because
2005 will certainly not be dull. You've enthusiastically
embraced change and rejected merchant churn by adding
value to the solutions you offer. Resolve to make new
inroads in markets, understand new solutions, and try
selling methods that you haven't previously explored.
Happy New Year!

Michelle Graff is Vice President of Marketing for NOVA Information
Systems. E-mail her at michelle.graff@novainfo.com .

WITH OUR CUSTOM AGENT PROGRAMS,
YOU DON'T HAVE TO PICTURE
YOURSELF SMILING.....
ITS AUTOMATIC.
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NAOPP to Hold Elections
for Board of Directors

t's an electronic election year ... for the National
Association of Payment Professionals (NAOPP),
that is. The NAOPP announced that its first
ever elections for seats on its Board of
Directors will take place Feb. 28 — March 10, 2005 via an
electronic ballot.

"The elections are sure to bring some new blood and
ideas to NAOPP," said Steve Norell, NAOPP's Interim
President and co-founder of the organization.

NAOPP accepted nominations for board member candi-
dates through Jan. 17. The nomination committee will
present to the membership its official slate of candidates
on Jan. 27. NAOPP will post biographies and
qualifications of these candidates on its Web site,
(www.naopp.com) and distribute them by e-mail to all
members.

Members will vote through an online survey service,
and NAOPP will announce the results on March 11.

The positions that NAOPP seeks to fill are President;
Vice President; Secretary; Treasurer; and several
Director and Advisor positions.

NAOPP's current Board of Directors, all volunteers,
were elected on an interim basis at NAOPP's kickoff
meeting, held October 10, 2003 in Orlando, Fla. (see
"NAOPP Kickoff Event Scored!" The Green Sheet, Nov.
10, 2003, issue 03:11:01).

Since the first meeting, NAOPP has continued to
increase its membership (it now boasts more than 275
members) and benefits for merchant level salespeople
(MLSs). The organization offers access to low cost legal
consultation and representation, a 401(k) plan for all
1099 MLSs, and a health insurance plan available for
one person or up to 100 people.

NAOPP will hold the following upcoming meetings,
open to all MLSs:

e Feb. 1 at the Grand Summit Lodge in Mt. Snow, Vt.
in conjunction with the upcoming Northeast
Acquirers' Association (NEAA)

¢ In March at the ETA Annual Meeting and Expo in
Las Vegas (stay tuned for exact date and time).

For more information about NAOPP, visit
www.naopp.com . For more information about NAOPP
elections, send an e-mail to elections@naopp.com . =
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separating ourselves

from the competition.
EVO Merchant Services

Protect your future.

|5-years of unparalleled service and growth. Innovative programs that have
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News

Las Veqas, Mavi, South Africa

The World According to
The Green Sheet

ach year about this time, our industry starts to

buzz in anticipation of Electronic Transactions

Association's (ETA) Annual Meeting and

Expo. Who's going? Will you be there? Are you
free to meet over breakfast, lunch or dinner? In all your
years at ETA events, have you ever heard anyone say,
"Meet me at The Green Sheet booth"?

For the first time, The Green Sheet is proud to announce
it will have a booth in the 2005 ETA Expo Hall. Our prime
location, just inside the Expo Hall entry doors, will make
it easy to find us at Booth #1630; it's definitely one that no
ETA attendee will want to miss.

To mark the occasion, Julie O'Ryan, President/Editor in
Chief, announced our "Greentastic Voyage"* giveaway: a
once-in-a-lifetime adventure including airfare, four-star
accommodations, transportation and $4,500 cash for the
winning ETA attendee and a guest. The winner will
decide whether to spend two weeks rejuvenating

Hawaiian style swimming, surfing or laying on the beach
in Maui, or two weeks discovering the other end of the
earth in South Africa, on safari with lions, giraffes and
elephants in Kruger National Park.

"We are so excited about the opportunities for meeting
with people that having a booth at ETA will provide us,"
O'Ryan said. "We feel that it is an important way to facil-
itate communication at the industry's premier trade show,
and we anticipate making many new contacts. For more
than 20 years, The Green Sheet has been bringing the pay-
ment processing industry to ISOs and merchant level
salespeople. Now we want to give them the world."

We'll also introduce our "GSQ Technology Report" at
ETA. The March 2005 issue, Vol. 8, No. 1, will cover vari-
ous technologies being implemented across payments
and what sales agents need to know about selling them.

Watch for more details on our "Greentastic Voyage" com-

ing up in print and online. We'll see you at Booth #1630!
=

*NO PURCHASE NECESSARY. To enter the contest you must complete The Green Sheet
questionnaire on site at ETA's Annual Meeting and Expo; the winner must be present to
win! The drawing will be held on Wednesday, March 16, 2005 during the Happy Hour

at The Green Sheet booth. The prize is non-transferable, cannot be redeemed for cash

equivalent and no substitutions may be made. One (1) entry per person.
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WE CAN CURE YOUR TERMINAL ILLNESS.

QUICK AND PAINLESS REPAIRS FOR
VERIFONE, HYPERCOM AND THALES.

Limited Downtime Best in Class Service

When a machine is down, your merchant's GCF is staffed with experienced OEM-trained

business suffers, That makes you suffer, electronics technicians, We do full cosmetics,

We're here to halp disgnosis and repair to the component leval.
We've seen it all and can fix most everything that's

That's why whan you send in a repair, we begin repasrable,

working on it immediately. This keeps the most
important parsan, yow® merchant, happy while we Pluz GCF honors manufacturer warranties on
fix thes machine [usually within 5 business days]. Hyparcom and Thales products whether the

machines were purchased from GCF or not,
We also have emergency replacement programs
avanlalde to ensure that your manchant can
continue to accept transactions while their
maching 15 baing repaired

GCF terminal repair; it's just what the doctor ordered.

WHERE FORMSES FOLLOW FUMCTIOM

For more information, please call BOD-BO1-2786
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Come and Go
Why take the risk?

UNLIMITED UPFRONT BONUSES:

MAXIMUM RESIDUAL INCOME:

FREE SERVICES:

Production Bonus: 100 per deal every maonth, no limits!
Conversion Bonus: Up o 250 for accounts owier $10,000/manth

Revenue-Sharing Program: Share on every available revenoe stream of...
Buy-Rale Program: 1.57% [100% above] You choose per merchant!

The most comprehensnae NSt ol nee services availlable anywhens)




I'VE SEEN ADS IN THE GREEN SHEET THAT SAY, “TRUST ME TOO!"™ I've talked to MLS around
the country who tell me they chose to partner with XYZ Merchant Services because they can also
give them the “Total Merchant Services™ styled compensation program. ONLY ONE THING COMES
TO MIND...WHAT? ARE YOU CRAZY?

Those companies figure, "Why fight with Tolal Merchant Services. Lets just copy them.”

Al Total Merchant Services, we have developad something thal no one can copy. It is the kay 1o
unlocking your full potential. And, it is your guarantee to unparalleled success in the bankcard business!

‘What is it? its our Back Office. We have developed a Total "in-source™ model. Each and every
seryiceé thal supports Yol and your merchants are “in-houwsa™, From application

processing to risk management, from download programs to commissions

is50es, vou have unequaled attention from a team of talented

professionals who persomally understand and support your business

Why is an “in-source” model important? How will it help you realize

wour full potential? The answer 15 simple, The Tolal Merchant Services
back-office allows you to spend your valuable time selling new |
business and generating referrals from existing customers!

What happens when your 150 partner 15 not meeting - and exceading 2 -
your expeciations at every point? I'm guessing that at least half of
vour valuable day is spent fixing problems with existing
merchanis. And, even worse, I'm guessing you may be afraid
to call your customers for referrals in fear of spending even
more of your valuable time dealing with these same types
ol msues,

Instead of doing busingss with an 150 that 15 somehow
like Total Merchant Services, choose the real deal.

jain the most frusted leader in the bankcard business.,
Make Total Merchant Services your primary merchant
account acquirer. | WON'T LET YOU DOWN!

total merchant services

payment solutions for your business

Ed Freedman, President /CED ) p—— '
S

Make Total Merchant Services your primary merchant account acquirer,

“I WON'T LET YOU DOWN!™  -ed freedman

www.upfrontandresiduals.com  1-888-84-TOTAL x 411



Em 2005 ETA ANNUAL MEETING & EXPO

ELECTRONIC March 15-17, 2005 # The Mirage Hotel and Casino * Las Vegas
TRANSACTIONS
ASSOCIATION The Premier Event for the Electronic Payments Industry
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Join over 3,000 professionals at the 2005 Electronic Transactions
Association Annual Meeting & Expo in Las Vegas. This is your best
opportunity to attend infermative educational sessions, network with
business partners and exchange powerful ideas that will affect the future
of the electronic payments industry.

HIGHLIGHTS

# |Inparalleled education on today's issues
o ETAU courses on sales and marketing, operations and technology

= (ver 150 leading industry vendors showcasing the most current trends,
products and services

See you in Las Vegas, March 15 - 17, 2005

To regisler or for more information, visit www.electran.org or call
1-B66-ETA-MEET. Early registration discounts end February 17, 2005.



New Technologies from Page 1

reap the benefits. Think beyond the countertop.

Industry experts and sales veterans agree that now is the
time for agents to reevaluate their strategies; to serve their
merchants in the best way possible, they have to stay
informed.

"There's a multitude of verticals out there for aggressive,
creative sales people to go after,” said Andy Phillips,
President of Payment Resource International (PRI), a divi-
sion of TransFirst.

"Get off the main drag. There are household names out
there that no one is going after, and if one would just get
out of the box, there's a wonderful world of opportunity
just across the street."

Encouraging words. But not only should ISOs/MLSs be
aware of opportunities in their own backyards, they
should also look at things happening across society and
help developers devise solutions that will fit the bill for
any number of situations.

For example, many members of our aging population
have discretionary incomes and a fondness for using
credit cards.

Combine that with the increasing popularity of elective
medical and dental procedures and the decreases in
insurance coverage to pay for them, and you get a sense
of the kinds of opportunities this new world holds.

Financial officers with organizations having multi-loca-
tion environments or multiple revenue centers will appre-
ciate the simplification of administrative procedures that
wireless mobile solutions plugged into a central
system creates.

Part One of this article ("The Year That Will Be: Payments
2005," The Green Sheet, Jan. 10, 2005, issue 05:01:01)
examined wireless and contactless technologies that are
making it possible for an untapped market of merchants
to accept and process credit, debit and other cards as well
as checks.

Here we'll look at ways in which several companies are
putting those and other technological advances to work
to transmit, process and manage data, and the sales
opportunities they create.

With all the tools at hand giving cash a run for its money,
so to speak, it's time to put on your thinking caps.
Working with the right partners with the right solutions
is certainly one of the keys to this highway.

s> 469
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A Retail Sensibility for the Medical Profession

We see and hear the ads everyday for whiter teeth, 20/20
vision and trim bodies. These days, the skyrocketing cost
of staying healthy makes the headlines regularly, too.

Medical treatment and prescription drugs get more
expensive, and employees contribute more of their own
money to help cover expenses once paid for by their
employers' plans.

In the world of dentistry, a field in which they're accus-
tomed to lower amounts of insurance coverage, using
retail-like payment methods is not new. But several
factors come into play where payments for medical care
are involved.

First, there are more elective treatments available to
patients, and more people choosing to have them, than
ever before; these include plastic surgery, weight loss and
laser vision correction, as well as several new cosmetic
dental procedures.

And traditional insurance plans frequently don't cover
alternative treatments, such as chiropractic, physical ther-
apy, acupuncture or massage.

According to TransFirst Health Services President Christy
Corey, however, these types of providers do not make up
the emerging market in health care. That trend comes
from the increasing out-of-pocket expenses paid by peo-
ple with health coverage.

"Non-traditional practices are those that are otherwise
outside the scope of primary care," Corey said. "This mar-
ket is more readily accepting of the idea of credit cards as
payment options.

"These offices are more adept at understanding the need
for efficient management of their accounts receivables
and run very similarly to retail operations.”

Elizabeth Langwith, Vice President of American Express
Co.'s (AmEx) Establishment Services, the division that
concentrates on payments in the medical field, agrees.

"Medical providers should be looking at as many pay-
ment options as possible," she said. Customer service is as
important a consideration in these offices as it is in retail
settings.

AmEx provides point-of-purchase materials designed
specifically for the health care environment; they're a sub-
tle but direct way for the offices to let their patients know
they should pay something before they leave.
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"The biggest challenge health care provider offices face is
how to make sure they get that payment without coming
across as a retail store," Langwith said.

Traditionally the opportunity for ISOs/MLSs has been
greater in practices that provide more uncovered services
or elective procedures, she said. Because they don't bill
insurance carriers, they're used to asking for payment up
front or setting up payment plans, and are more profit-
oriented.

This market is already comfortable with the idea of
accepting credit cards and other payment options.

"The payment tools used in the retail environment are
very well suited for non-traditional markets," Corey said.
"They want to learn about the way retailers are pulling in
more regular repeat customers, including gift and loyalty
cards, check services, recurring billing and prepaid.

In traditional medical care offices, though, most doctors
don't have a retail sensibility, she said, making this mar-
ket "unique and interesting."

For payment services providers, the challenges, and
rewards, lie in educating doctors and their staffs about

ways to add new patients, and upselling for more rev-
enue per transaction.

As benefits shrink, the cost of procedures and doctors'
fees continue to go up. As patients become responsible for
more of these expenses, solutions that include payment
processing and eligibility verification, and that integrate
with practice management software will help medical
offices meet the challenges involved.

MedCom USA Inc. is a company providing such complete
proprietary solutions. "We help health care providers
eliminate administrative headaches and increase cash
flow," said Harold Weitzberg, Sales and Marketing
Director.

"Because sales in the medical field is a tougher sell requir-
ing more effort, the financial transactions solutions must
be compelling and offer multiple uses for economy of
use," he said.

Wide Open Opportunities
Just Around the Corner

Thanks to integrated systems that encompass each step of
the transaction, from payment to posting, new opportu-
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SO much easier If it comes
with a 42" fiat screen TV.

For you. For your client.

From now until March, every time you write a When you win the Panasonic 427 Plasma TV,
deal, you'll be enfered to win a 42" Panasonic we'll give your client one too! That's right,
Plasma TV. Each deal you write is a chance 1o i1 yours |15 the lucky winning deal, we |l give
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the benefits and support from our team.
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nities for selling processing solutions are opening up in
some areas that are as plain as the nose on your face.
These are the kinds of markets that make you ask why no
one thought of them before.

Do you pass by a large warehouse on a regular basis and
wonder what sort of business occupies it? Perhaps it's
home to a manufacturing center, or some sort of whole-
saler or supplier. Ever think to stop in to find out?

Pardon their dust, but these businesses often generate
tens of thousands of dollars or more in monthly sales vol-
umes. These businesses often use delivery drivers, and
might be interested to know how an integrated wireless
mobile POS system would benefit their bottom line.

An area that TransFirst's PRI division targets is munici-
palities. The company processes payments for eight cities
in Southern California, including Santa Monica, San Juan
Capistrano and Santa Ana.

"One of the biggest challenges we've uncovered facing
municipalities is that they have a number of revenue cen-
ters but no centralized accounting system," Phillips said.
"Through our proprietary broadband and PC applica-
tions, we can create a wide area network (WAN) for them
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relatively inexpensively and with a minor amount
of training."

Acceptance of electronic payments in government servic-
es is a virtually untapped market. Phillips said they're
looking for solutions for ACH and credit card processing
for areas including the collection of property taxes,
finance, dog licenses, libraries, permits, fire and police,
school districts and recreation.

Winning this sort of business, as with the medical field,
requires that ISOs/MLSs get to know the agencies and
how they run. Then they need to work with partners who
can provide solutions to fit those needs.

The government market is not suited for every agent's
business model," Phillips said. "The segment is different
from others. You have to understand what the challenges
are, what the economics of the situation are.”

PRI will also concentrate on markets with recurring pay-
ments that have, until now, relied primarily on check pay-
ments; these include utilities and residential rental prop-
erty management firms.

Phillips is betting on one technology in particular to open
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Visit www.naopp.com or E-mail &
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or Ken Hancpek at hanlyngaol.com
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these doors for his in-house and contracted sales agents:
broadband-based transaction processing, including wire-
less. "I think it's a land grant," he said. "The opportunities
for agents to convert merchants to processing through
broadband applications is enormous."

PRI's growth rate last year seems to support his view:
More than 30% of its 40% overall growth was in broad-
band, according to Phillips.

Taking Payments Out of the
Wallet to Increase Wallet Share

"Wallet share" is the buzzword attached to divvying up
consumer usage of payment methods: cash, checks, debit,
credit and other cards. With the proliferation of contact-
less technology, though, we have to add things like fobs
and tags that attach to keychains, and even wristbands.

Giving consumers choices for fast, secure convenient
transactions will go a long way toward increasing wallet
share all the way around, according to technology
provider ViVOtech's President and Chief Operating
Officer Mohammad Khan.

Khan said the flexibility of contactless increases the pos-
sibilities for applications. His company will focus on
cards that combine loyalty programs into a prepaid func-
tionality for large and small retailers alike. The idea is to
be able to "help ISOs and payment card companies make
gift, loyalty or prepaid programs stronger and more
palatable for the consumer," he said.

"For retailers, it gives them a loyalty program that's a lot
more broadly accepted and lets them beef up their pro-
grams with more focus and better value."

Application possibilities seem endless. ViVOtech has
tested a wristband that guests at a water park wear dur-
ing their visits. Customers load a certain dollar amount
onto the contactless chip and wave it at readers to pay for
concessions; the band eliminates having to worry about
carrying a wallet and keeping it dry all day.

Ezic Inc.'s Chief Executive Officer Locke Walsh agrees
that many changes lie ahead for stored-value and its vari-
ety of flavors, including micropayments, gift cards and
loyalty programs and said they'll be especially important
for Internet transactions.

Ezic provides Internet payment gateway, electronic pay-
ment solutions and sales management software, and is
involved in "a prepaid RFID contactless pilot that adds
gateway-type capabilities to contactless," Walsh said.

In that pilot, fans attending events at arenas preload a
spending amount onto a wristband with an RFID tag to

=7 463

CoverStory

pay for food, beverages and other concessions.

The memory capacity of contactless chips allows several
payment programs to be stored on one card or tag. As
solution providers work out real estate issues such as lia-
bility, and begin to include identification verification sys-
tems, your wallet may soon become an irrelevant
accessory.

Evolving Technologies for
an Endless Customer Base

Walsh said the focus in the coming year will be on non-
traditional retailers and predicts that's where all the
growth will be. "We have to look at new uses for technol-
ogy and how non-traditional merchants will be able to
generate profits using them," he said.

"One of the great things about our industry is that there is
an endless supply of customers," said TransFirst's
Phillips. "I've been saying that for 27 years and my phi-
losophy has not changed. Evolving technology means
there will always be a new merchant to go after.

"Open up the Yellow Pages. Your prospects are
everywhere." H

Powerful resource site...
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Payments Companies Turn Profits
Into Donations for Tsunami Relief

esponse to the Asian tsunami has been so

overwhelming thanks, in large part, to donors

making contributions online using credit

cards. But in the United States and Canada,
payments companies are donors now, too.

On Jan. 3, 2005 VeriFone Inc. announced a $200,000
pledge to the tsunami disaster relief efforts, including
$100,000 from the company; this was matched by another
pledge made by VeriFone Chairman and Chief Executive
Officer Douglas G. Bergeron on behalf of The Bergeron
Family Trust.

Visa, MasterCard and American Express Co. (AmEXx) in
both countries said they will contribute to relief agencies
in several ways.

On Jan. 7, Visa U.S.A. announced a $1 million pledge to
American Red Cross; it will also match all donations
made by employees and will waive all fees for U.S. Visa-
based donations to five recognized charities.

MasterCard International said it will waive fees for dona-
tions to five agencies made using its cards in the United
States. MasterCard will double-match employee contri-
butions to three specified charities and will match all
employee contributions to other humanitarian groups.

AmEx announced a $1 million contribution to support
relief efforts in Asia. It will also waive all fees for dona-
tions made to 75 recognized agencies through June 1,
retroactive to Dec. 26, 2004, and will match its employees'
charitable contributions.

On Jan. 10, First Data Corp. announced donation plans
that include reducing fees for money transfers, made
through its subsidiary Western Union, from the United
States to the affected areas through Feb. 10, and matching
employee contributions to specified relief agencies.

Fort Lauderdale, Fla.-based ISO Direct Technology
Innovations (DTI) on Jan. 12 pledged $5 to the Red Cross
Tsunami Relief Fund for each free terminal deployed in
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January and February. It will also
donate $25 to UNICEF for each of its
merchants with families directly
affected.

In Canada, the Associations will
refund amounts equivalent to the
processing fees for Canadian dona-
tions made between Dec. 26, 2004
and Jan. 31, 2005.

Visa also donated CAN$75,000 to
the Canadian Red Cross and
matched employee donations.

In other tsunami-related news,
MasterCard volunteered to help
identify and eradicate phishing
scams; one Australian fraud compa-
ny had identified more than 130
such Web sites by Jan. 12. AmEx
pulled television ads featuring big
wave rider Laird Hamilton. &

Unigck your potenifal. Add chieck seracos

Washington Mutual Switches
Debit to MasterCard

hrough an agreement announced Jan. 5, 2005, Washington
Mutual Inc. will move its principal card programs to the
MasterCard International brand. The companies did not dis-
close the terms of the agreement.

Washington Mutual will begin issuing MasterCard-branded debit cards by
the end of the year. Washington Mutual customers will be able to use their
cards at signature (offline) and PIN debit (online) point-of-sale locations
and at ATMs.

Washington Mutual has approximately 9 million signature debit cardhold-
ers and 1.5 million PIN-only cardholders. It currently operates nearly 1,900
banking offices and more than 3,200 ATMs in 14 states across the country.

In another announcement made on Jan. 6, Washington Mutual selected
First Data Corp. to provide settlement and authorization processing for its
debit card portfolio, extending the agreement Washington Mutual already
has in place with First Data's STAR Network for processing transactions
including PIN debit POS and ATM processing.
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GS Advisory Board Predictions for 2005

e asked members of The Green Sheet
Advisory Board (AB) to pull out their crys-
tal balls, look ahead to 2005 and consider
the following questions:

What is the most important business strategy for 2005? Which
technology, product, service or concept would you highlight as
the focus for your sales team?

We also asked AB members to write a brief motivational
message to merchant level salespeople (MLSs). Here's one
from The Green Sheet: The more things change, the more
they stay the same. It's a cliché, but it's true. Your success
this year will depend on your hard work, so stay focused
and engaged and always be closing.

The AB responses follow in alphabetical order.

Adam Atlas, Attorney at Law

"From a legal perspective, I believe there will be a trend
in 2005 to spend a little more energy to clean up the
paperwork in the many relationships in our business.
Acquiring institutions and processors have realized
that their revenue flows entirely through their ISO and
agent agreements. As a result, I'm seeing a greater effort
to renew out-of-date form agreements and redraft them
so that they match the industry practice.

"On one hand, this has led to an improvement in the
agreements and a lessening of the one-sided nature of
so many of them. On the other hand, I have noticed
some banks being less flexible in their negotiations over
ISO and agent agreements. In the long run, this lack of
flexibility will interfere in the business of banks, as the
more entrepreneurial and creative ISOs and agents are
driven towards more flexible banks.

"I believe the Associations will continue to have their
love-hate relationship with enforcement of rules:
enforcing a lot of rules against bad merchants, while
allowing cardholders and some banks to escape
unharmed from various kinds of fraud and negligence.
Don't forget, fraud is a part of the credit card business,
and is accounted for in the pricing of every relationship
in the business ... .

"I would advise any ISO/MLS sales team to focus on

DVISORY
OARD

customer service. As the business becomes more com-
petitive, and as margins decrease for ISOs, leaders in
this business will distinguish themselves by the rela-
tionships they have with merchants ... .

"The customer relationship is really what the ISO/MLS
is paid to create and maintain. To the extent that
ISOs/MLSs are successful in that, then they will be
creating for themselves the kind of real lasting residuals
that banks and processors are so skittish about
promising.

"ISOs/MLSs sometimes feel powerless. They are not.
They are the vital connection of merchants to this
industry, and they should remember that when giving
their 2005 pep talk to their sales teams. You own all of
the personal relationships that make all of this industry
possible; nurture them and seek the compensation you
deserve for the love you give."

Steve Christianson, Transpay USA

"While there may be new equipment, new terminals
and new services available to market for each MLS out
there, there are more important issues. First of all, some
sales reps are being paid residuals and some are not.
There is a big difference between service-oriented sales-
people being paid residuals and those who just sell
equipment.

"I often hear from merchants that they have not seen
anyone from their processor since the installation.
That's beside the fact that they have an 800 number to
call with problems and concerns.

"Merchants like to see their rep once in a while.
However, if you're one of those salespeople who sold a
merchant a terminal and check reader for $199/month
for 60 months, there's a good chance the merchant does
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NOT want to see you ever again,
even if you're the first line of cus-
tomer service.

"The best advice is to be fair and
honest to the merchant. Don't
oversell equipment. It has a way
of coming back to you. You get
what you give ... . Selling rates at
near cost just to get an equipment
sale is shortsightedness at best.
The ISO you work for will not last
long if it's not making any money.

"Take a strong long-term view of where you are now
and where you want to be.

"Find a reliable processor to write for that has the expe-
rience and reputation. These other clowns will be
around for a while then disappear. Hopefully you'll
find a reliable processor that will pay you residuals in
exchange for customer service and long-term income."

Larry Henry, L. Henry Enterprises

"The year 2005 is shaping up to be an extremely impor-
tant year for the old guideline, 'plan your work and
work your plan.'

"It is probable that the economic growth will bring
about new businesses and an opportunity to go after
fresh merchants. Sell or lease a terminal and a printer
while you sign [merchants] up for card processing.

"Although this is an important part of our industry,
while you are going after these new opportunities,
someone else is going to be after your existing
merchant base.

"At this point in time, 'churn’ is the most lethal part of
our business. Whether you are a large ISO or an agent
on the street, 25% of your residual is a lot of money.

"Don't forget: While replacing this lost revenue, you,
your company and your processor all will have to
spend the lion's share of the new income just to set up
the replacement merchants and win their loyalty.

"In 2005 we need to see a resurgence of SERVICE in our
industry. I don't mean swapping broken terminals and
free printer paper (although both can be important in
the eyes of the merchant).

"I mean, 'What can our products (new or existing equip-
ment) and processing (software applications) provide
the merchant that no one else now provides?'

"Timely reports, new reports, training and efficiency are
all intangibles that we tend to ignore after we have suc-
cessfully won the merchant in the first place. Do we
know what our merchants do? Do we know what prob-
lems they face that may be made easier with the inno-
vative use of our own products? How well do we know
our equipment? Do we know what new equipment is
on the market and what it will do?

"Chances are, as usual, new and/or replacement busi-
ness cannot afford the latest and greatest equipment.
The normal merchant 'just wants to take credit cards.'
But that is because that's the only thing they know the
equipment will do for them. Imagine if a new or exist-
ing client felt that you were giving them much more
than card processing, that you were helping them to
better manage their own business ....

"Merchants do not come easily. A lot of time, effort and
money is spent to win the account. Isn't it easier to keep
them than it is to replace them? ... In a growing econo-
my replacing the dollar volume may be a bit easier;
however, reality says that 2005 may not be any better
than 2004.

"Plan on keeping your merchant base rather than hav-
ing to replace it. It's a lot more rewarding. Plan your
work around service, and you could be 25% better off at
year's end."

Jared Isaacman, United Bank Card Inc.
"United Bank Card recently announced the launch of
our free terminal initiative. I believe this to be a strate-
gy that will change the face of the industry permanent-
ly. For decades service-based businesses gave away the
product in exchange for the service.

"This can be seen in the wireless cell phone world,
alarm industry and cable and satellite TV companies.

"It was only a matter of time before this concept became
a reality in the payment processing industry. United
Bank Card leveraged our size as a payment processor to
be the first in the market with a free terminal solution.
The selected terminal was the flagship of the Lipman
product line, the NURIT 8320 terminal.

"The marketing benefits of the free terminal concept
will allow ISOs to double or even triple their sales
potential ... .

"There are no 'gotchas' to this program. There are no
hidden rental fees, hidden leases or application fees.
And we do restructure our already successful ISO/MLS
revenue sharing program.
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"To complement the free NURIT
8320 program we are also offering
a free signature capture pad and a
free check reader. One of the first
obvious implications to this pro-
gram is the lost 'up-front' income
from selling or leasing the equip-
ment.

"That is why we are paying an

additional $100 bonus on top of

our established residual program.
The end result being our ISO and MLS partners will be
able to build a lucrative residual portfolio two to
three times faster with unprecedented merchant
retention and award-winning customer service and
technical support ... .

"I believe that signature capture will replace the debit
PIN-pad as the new "lead-in" sales product for 2005.
The cost is minimal, the benefits of the service are
dramatic and existing merchants and MLSs will
embrace it."

Allen Kopelman,
Nationwide Payment Systems

"Our goal for this year is to grow our local sales force
and continue to grow our reputation and business in
the local area in South Florida. We are rolling out sever-
al value-added programs to entice merchants to do
their processing through us.

"Gift cards will be in a growth period for many years to
come, and coming up with innovative ways to package
it with merchant services is the key.

"IP terminals will be big as soon as the phone compa-
nies make it more affordable and available and the
processors are all IP-ready and lower the transaction
fee cost as an incentive for a merchant to buy a new
terminal ... .

"In this business ... It's all a numbers game. Go out and
sell and network, and you will be successful."

Doug McNary, First Data Merchant Services
"It can be overwhelming to think about all there is to
learn in the electronic payments industry. Navigating
through Association rules, regulatory compliance, liti-
gation and new technology can be daunting tasks.

"The industry is now selling to merchants who are very
knowledgeable about their payment processing
options, thus enabling them to shop around for the
best offers.

"Cardservice extensively trains sales agents on all
aspects of the industry, providing merchants with
the innovative solutions that meet the needs of their
business.

"Quick service restaurants (QSR) is still one of the few
remaining markets that can provide growth for the elec-
tronic payments industry. The market is immense with
approximately 110,000 locations and an estimated $129
billion in sales. In the past, the QSR industry was slow
to adapt electronic payments.

"Yet with the advanced technology available today and
increased consumer demand, more and more QSR mer-
chants are moving towards card acceptance.

"Today over 83% of the QSR locations are owned and
operated by franchisees, each with the ability to make
their own decisions about the forms of payment they
will accept.

"The stage is set for tremendous growth for the elec-
tronic payments industry in the QSR market. Gift cards,
credit and debit will play a significant role in the over-
all growth of QSR because of their appeal to both the
QSR merchant and its customers.

"Opportunities abound when MLSs research and
choose a target market, become the expert, and devise a
business plan to thrive in that merchant arena.

"By partnering with a company that offers stability,
innovation and resources, you provide value to mer-
chants while building a successful portfolio."

Garry O'Neil,

Electronic Exchange Systems (EXS)

"EXS plans on staying focused on our core competen-
cies while streamlining and enhancing our internal sys-
tems. For 2005, we'll be introducing new advanced pay-
ment processing solutions and integration services for
our customers.

"We will also improve upon our internal and external
training strategies to ensure that we can support the
new products and services that are available to our
ISOs and merchants.

"EXS envisions integrated solutions, IP-based transac-
tions, new and improved wireless solutions and busi-
ness-to-business/government Level III processing as
some of the hot areas for new payment processing sales
opportunities.

"The merchant processing community is going through
a dynamic and massive change. Rules and regulations



are being enforced, and pricing
and integration are evolving.
Now is the time to understand
and confront the changes.

"This industry is going to offer
greater rewards and long-term
stability to all of you that face the
changes and grow within the new
confines. Change, for those of
you that are prepared for it, is an
open checkbook of opportunity."

Bill Pittman, TPI Software

"Move away from hardware-based compensation
towards value-based compensation. Most businesses
commoditize their complements. If you sell phone serv-
ices, you want the phones to be as inexpensive as pos-
sible. For this reason, most phone companies give away
the phone.

"If you sell merchant services, you should want the
enabling technology (i.e. payment terminals or soft-
ware) to be as inexpensive as possible. Historically, our
industry has marked up both the payment services and
the terminal in order to compensate the MLS.

"The trend towards giving away enabling technology
such as terminals will alter compensation plans, so
MLSs will focus on lower upfront cost-enabling tech-
nology such as high-value software.

"Software, integrated solutions and IP processing. The
price of PCs is now less than some payment terminals,
and the value proposition is much higher because PCs
cannot only process IP payments (two- to three-second
authorizations) but they also provide integrated solu-
tions with inventory control and accounting on a com-
modity platform.

"TPI has developed enabling software that is easy to sell
and support and allows MLSs to differentiate
themselves and compete as we move away from stand-
alone, non-integrated hardware towards high-value
solutions built on integrated IP systems running on
commodity PCs."

Lisa Shipley, Hypercom Corp.

"The most important business advice that I would offer
for 2005 is to focus on operational excellence. Identify
your core business strengths and leverage those
strengths into other areas, opportunities and avenues of
your business. Focus on operational excellence to deliv-
er a combination of cost, performance and ease of pur-
chase that no one else in the market can match.

AdvisorvBoard

"Execute extraordinarily well, guarantee hassle-free
services, standardize on a scalable solution portfolio
and simplify."

Scott Wagner, GO Direct Merchant Services
"One of the best things about our industry is the fact
that almost everybody needs our service, and that is
unlikely to change any time in the near future. While it
is true our given profession has a very competitive
landscape, if you work hard, be honest and study the
nuts and bolts, then oh what a great and rewarding
business this is!

"Many years ago, I once told an employee who was con-
cerned about making money, to 'put your head down,
concentrate on your pipeline and take care of your cus-
tomers.' She has made payment processing a career and
a rousing success for herself and her family. And those
same comments that helped guide her still hold all their
weight today.

"Hire the right people and work with the right people,
and you'll set yourself up for a win-win situation.”
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Free Lunch?

've been inundated with phone calls and e-mails
from merchant level salespeople (MLSs) all over
the country inquiring about recent ads they saw in
The Green Sheet that offer "free" terminals.
They're asking, "What's going on out there? Are these
offers real? Is giving away terminals really necessary?"

For more than 20 years, MLSs have made an excellent liv-
ing selling and leasing terminals. Does this mean all these
people are out of jobs?

To further this discussion, I posted the follow-
ing on GS  Online's MLS  Forum on
www.greensheet.com:

"My next 'Street Smarts' column will focus on the 'free'
terminal craze. Do you think this is a good or bad thing
for our industry? Is it good or bad for you, the MLS?
What about your ISO/MSP partner? Or merchants?
What are 'catches' that you can live with, and what
terms and conditions of these 'free' offers turn you off?"

The response was immediate and very interesting. Here
are some excerpts from one of the most discussed topics
ever to hit the MLS Forum:

"I can see the want ads now: 'Can you give away a free
machine? No experience necessary.' Even MLSs who are
currently making most of their income from terminal
leases will be forced to move toward a residual-based
compensation. I think in the long run, this will be good
for them. I think it will eventually lead to a better qual-
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ity MLS and block of business, but only because it will
weed out equipment-based compensation salespeople
(I'm talking whammer-bammers here).

"Initially, merchants of all sizes can relate to a free offer,
but as the statements roll in, it becomes apparent what
pays for the machine. Larger merchants could leave the
ISO, leaving a dwindling average volume client base. If
this is what the ISO wants to accomplish, it might be a
great thing." — Desdinova

"Free terminals are here to stay. This will lock in the
merchant under a long-term contract and keep him
there. The good part is it will get rid of the scum who
are ripping people off by leasing a Tranz 330 and print-
er 250 for $69 per month for 48 months. The bad part is
merchants will not want to pay the fee associated with
the 'free terminal.'

"There is always a catch to any offer. It will drive the
small-minded out of this business and might push some
acquirers to offer this to the agents and ISOs. This is
good and bad for MLSs. The good: It might help some
people sell. The bad and the good: It will make it
tougher for new people to come into the industry.

"ISOs might have to step up to the plate, but I don't see
this happening and being wide-spread. The monthly
fees are going to be great to sell against, with a reason-
ably priced terminal and smaller monthly fee (i.e. no
signature capture fee, etc.). If a lot of the big ISOs start
giving away free terminals, it could put the MLS out of
business. Merchants are a funny group; they don't all
buy on price or have the attitude, 'If it's free, it's for me.'
Some people will take it, and some will look at the
monthly fees, etc. and pass." — ccguy

"I don't see what all the fuss is about. If the ISO, in this
case, UBC, wants to give me a free terminal and $100 to
sell the merchant, then I am all for it. If not, then I won't.
I get the best of all worlds. There is no gun to my head
to use it or not use it.

"This is much to do about nothing. Years ago the banks
loaned the terminals at no charge and got 4% — 6% dis-
count fees. The way Visa/MasterCard is going, we are
heading for 4% — 6% again so we will have to give the
terminal away for free.
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"There was an ISO not too long ago sending out post
cards promoting free equipment. When I called, it was
only a T330 and P-250. He made no ripples in the mar-
ket. So it is like I started out saying: I don't know what
all the fuss is about." — JFK

"The free program is good and bad for everyone as fol-
lows: This is an excellent program for all those that
embrace it and start selling it to their advantage. It will
definitely build your residual portfolio. The key to this
program is the residual portfolio. This is a residual
portfolio building program! This will only be a bad
program for those who do not embrace it.

"This is the new competition for those that sell and lease
equipment. You will never be able to overcome objec-
tions or close the deal when your customer has been
offered free equipment by your competitor. The only
way you can win a customer is if the free equipment
comes with bad customer service and technical support.

On another note, this is a big country. There are thou-
sands and thousands of new merchants every month,
as well as millions of existing businesses. So the
opportunity to lease and sell equipment for whatever
price you offer will always be around. Until the day
you meet your competition and they offer the free
equipment. Good luck." - rhendrix76

"Actually it is not free. It is a 'free placement.' A free
terminal means they can keep the terminal if they go
out of business. Once these merchants change proces-
sors, there goes the terminal. Now that is not free. All
this is is a program where we are going to charge you
$10 per month (batch fees) and $79 in 60 days (annual
fee billed in month two) for a rental. There is nothing
free about this program.” — NCBlue



IT'S YOUR CALL!

You determine pricing and profitability

MAXIMIZE YOUR EARNINGS!

« Earn true 50% split on all processing revenue above interchange!

» Earn bonus money of $50-$500 per bankcard activation!

« Earn bonus money on Telecheck, gift, loyalty, American Express,
and Discover activations!

» Receive residuals on or before the 25th of the month by ACH!

* Merchants receive funds in 24 hours!

» No turndown leasing from First Data Leasing, with daily funding!

« Healthcare coverage for active sales partners!

* Processing Powered by First Datal

FIRST DATA, CCS, AND YOU
A WINNING TEAM!

A Regesianad 130 of Fissd Naticnal Bank

MAKE THE CALL TODAY! - (888) 505-2273
Joe Creegan, Ext. 207
www.chargecardsystems.com




)

RIS -

StreetSmarts

WE HRVE THE LOWEST PRICES,
WE'RE THE LOU PRICE LERDER,
LOWEST PRICES RVRILABLE,
OUR *BEEEEEP, CLICK*

PRICE IS ONLY PART OF

‘&8 THE EQUATION. SOLVING
 ®  PROBLEMS QUICKLY AND

_" ‘lr ' EFFICIENTLY IS THE OTHER.

. ; ki
'm Maria. 'Dc_mt getl stm:r in
Yeur Pacsanal voice mail hell’. We
Service help you close the
Representative dEEI immEdiEtEw

CALL US TODAY! 800-398-9701
REAL PEOPLE, REAL SERVICE
[ We'rs Proud to Say.
¥ 5 . T

INTEGRATED Al ot our Opeeations

are in Americe.

"Had a competitor do a mailing to all chamber mem-
bers offering the 'free' terminal. I got calls from 10+
clients who got the letter and asked about it. I
explained nothing is free, but that I would take over
their lease payment making their terminal 'free' and
match the other guys' rates and service if they liked. So
far, no takers.

"I think the free terminal will help make a weak sales-
person weaker, but I don't see any real impact on the
industry. Except that those who are just starting out
can't pay the rent until residuals build up. That's a plus
for those in the business, but a minus for those starting
out. I couldn't afford to get in this business at this time.
Could most of you? Think about it. How many of us
needed equipment money to live on?" — Starsales

"I think as long as the sales representation discloses all
the 'catches' that it can be a good deal. I worry that if
the catches such as: 1) The terminals are proprietary; 2)
there are annual/other fees charged and 3) mid/non
mark-ups are not disclosed, then 'free' terminal pro-
grams will blow up.

"If the merchant truly understands the program and
how the terminal will eventually be paid for, it is a
good fit for smaller merchants and a good tool for an
honest MLS. Maybe it's me or the market that I am in,
but I almost never see annual fees charged to the mer-
chants that I solicit, and my ISO partners never force
me to charge one." — Nature

"Why do you have to give a small-volume merchant a
new terminal? Wouldn't you achieve the same objec-
tive with a refurbished terminal? Are small-volume
merchants going to compare and contrast terminals?
When have they seriously done that? I bet you that
nine out of 10 of them don't seriously look at the capa-
bilities of the terminal manufacturers' product, which
is also available on the Web, white papers, etc.

"Few merchants will get past the word 'free." They'll
pause at set up, run through minimum processing and
be more than happy to listen to a pitch about a yearly
fee a year from now. I can't believe that this model, free
terminals, would even seriously consider giving
small-volume merchants a new cutting edge terminal
for free. For what?

"Lastly, I don't believe that they were the ones on the
top of the list to receive such a deal. The only thing
that I can surmise is that those who don't want these
folks to be successful in this endeavor are fishing
or wishful daydreaming of these companies
demise." — UTrue

Great debate! As you can see, everyone feels a little dif-
ferently about this craze. So, will it take over the indus-
try, or is it just another bankcard fad? And what exactly
are these ISOs offering for free?
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I don't think I could say it better than "NCBlue" did. The
concept should be known as a "free placement” as
opposed to a "free terminal." I agree that extra charges
such as an annual fee basically turn this into an equip-
ment rental program. Any terminal that comes with a
chip that makes it useless to use with any other processor
is a placement or rental; it is not a free terminal.

With regard to the discussion on 'rentals," instead of
billing merchants $7 — $12/month, they are getting a
$79 — $99 annual fee ($6.58 — $8.25 per month rental), plus
any other additional processing fees.

Even if there are no additional processing fees, then the
sales agent pays for the rest of the rental costs with less
residual income. I know some programs say you sacrifice
nothing, and that may be the case if you only analyze the
offering from that company.

I also agree with "Nature." Annual fees are not an indus-
try norm. Total Merchant Services does not charge them
(99% of the time), and with the credit card processing
statements we review, we see less and less of this.

In addition, it's not an industry norm for a 50/50 revenue
sharing program to give the ISO partner the first $15 on
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the monthly minimum (or 100% of the monthly minimum
on the first $15) and 100% of the batch deposit fee of $0.35.

So what's 50/50 about? Who pays for this terminal place-
ment program? To me, it looks like the MLS and merchant
pay for the "free placement" of the terminal.

I have a suggestion for people who want to offer some-
thing such as free terminals to merchants: Do it on your
own. Get your ISO/MSP partner to help you offset the
cost with production or conversion bonus payments.

And, if you don't want to do it for free, then make mer-
chants comfortable and give them a rental fee for the ter-
minal. That's really what you're offering. Be straightfor-
ward, and you'll get more merchants to respond.

If you really want something of value that is truly free in
our great industry, check out the "free" information on GS
Online (www.greensheet.com). There you can read issues
of The Green Sheet and GSQ back to 1995.

Look for my next post on the MLS Forum and continue
sending me your feedback. I can't stress enough how vital
it is to our industry that everyone's voice be heard.

"There ain't no such thing as a
free lunch" or "TANSTAAFL."

- Robert A. Heinlein used the phrase and
acronym in his 1966 sci-fi novel,
"The Moon Is a Harsh Mistress."

The phrase "free lunch” comes from the practice of some
saloons in the 1800°s offering free lunches to those who pur-
chased drinks.

See you next time where the rubber meets the road.

Ed Freedman is founder, President and Chief Executive Officer of
Total Merchant Services, one of the fastest-growing credit card mer-
chant account acquirers in the nation. Freedman is the driving force
behind all business development activity as well as the execution of
Total Merchant Services' marketing plan, including recruiting and
training independent sales offices and establishing strategic alliance
partnerships with leading vendors so that Total Merchant Services
can provide its customers with the highest quality and most reliable
services available.

To learn more about Total Merchant Services, visit the Web site at
www.totalmerchantservices.com . To learn more about partnering
with Total Merchant Services, visit www.upfrontandresiduals.com, or
e-mail Freedman at ed@totalmerchantservices.com .
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December Winners
and 2004 Grand Prize

Winner for "Street
Smarts" Feedback
Contest Announced

rum roll, please. For the final month of the
2004 "Street Smarts" feedback contest, we
had ... a tie. Susan Stephens of Bay St. Louis,
Miss.-based Electronic Data Resources, and
Nadya El-Afandi, of Roseville, Minn.-based Evolve
Systems, each submitted a story in December. They will
both receive a paid membership to the National
Association of Payment Professionals (NAOPP) and
paid registration fees for an upcoming regional event of
their choice.

In addition, we selected Stephens as the Grand Prize
winner for 2004 for the best overall story for the year.

In early 2004 The Green Sheet instituted the contest,
which called for readers to submit a story about how
information provided in the semi-monthly "Street
Smarts" column helped their business.

Everyone who entered received a one-year paid mem-
bership to NAOPP. We also awarded the writer of each
month's best story paid registration fees to either an
Electronic Transactions Association (ETA) Expo
Network or a regional acquirers' association meeting.

As the 2004 Grand Prize winner, Stephens receives a
fully paid trip to the 2005 ETA Annual Meeting and
Expo to be held March 15 — 17 at the Mirage Hotel and
Casino in Las Vegas.

The Grand Prize includes paid registration for the show,
round trip airfare, a three-night stay at the Mirage and
$500 spending money.

The ETA Annual Meeting and Expo is the premier event
for the electronic payment processing industry. Nearly
3,000 professionals from across the country and around
the world will attend to learn about new trends, net-
work with peers and explore the latest technologies.

The Green Sheet thanks everyone who participated in the
2004 " Street Smarts” Feedback contest. This contest will not
be extended in 2005.

Following are Stephens' and El-Afandi's stories:
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When you began the "Street Smarts" column, it became the first thing
1 would look for to read when | opened [The Green Sheetl. | knew that |

would find something in there to help me, or motivate me, and | always did.
- Susan Stephens

Susan Stephens' Story:

Dear "Street Smarts" and Ed Freedman,

For the last few months, I have considered submitting a
story in your contest and never quite seemed to get
around to it. However, the subject has been on my mind
so strongly these last few days, and I could not ignore it
any longer.

For one thing, I have decided to change and improve
many things in my business as an MLS in the new year,
and I believe I could not have done it without The Green
Sheet or your column.

You asked readers to write about one of your columns
that "lead you to success." I have to say that that was too
difficult to pinpoint. I have gone back over past
columns, and have come up with this:
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I have been an MLS for about five years now, and dis-
covered The Green Sheet about three years ago. It has
been invaluable to my business. Even more so, your
column has been invaluable as well.

I remember so many times I would become incredibly
frustrated to the point of wanting to walk away,
when an issue of The Green Sheet would appear in my
mailbox.

When you began the "Street Smarts" column, it became
the first thing I would look for to read when I opened
the publication. I knew that I would find
something in there to help me, or motivate me, and I
always did.

It's confusing enough when so many ISOs advertise
with their incredibly enticing offers. Who do you trust?
Well, I could always trust "Street Smarts" to answer
questions I didn't even realize I needed to be asking.

So, Mr. Freedman, I thank you for your column, your
insight, knowledge and willingness to share others'
expertise. Please don't ever stop offering this education.

— Susan Stephens,
Electronic Data Resources

Nadya El-Afandi's Story:

The article, "If You Want to Make the Green, Think
Greenhorns" (The Green Sheet, July 12, 2004, issue
04:07:01), makes a recommendation to seek out the inex-
perienced and also ponders the decision to utilize a
W-2 or 1099 sales force.

I'll walk you through how that single "Street Smarts"
article was a turning point for our office.

As a growing ISO, Minnesota-based Evolve Systems has
needed to manage that balance of employees vs. con-
tractors. The cash flow realities of a growing ISO are
simply that we make use of more 1099s than employees.

The number of displaced workers in the current econo-
my might lead one to believe that contractors would be
readily available. Au contraire!

These people, already fragile from being displaced, are
not great candidates for the uncertainty of commission-
based income. Further, the lack of health care benefits
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provides a significant deterrent to many of the individ-
uals we spoke with, especially if a family was involved.

We were interested in taking advantage of the experi-
enced, un-utilized workforce that surrounded
us. Unfortunately, that work force was not so interested
in us.

Our reality called for 1099 workers to whom we could
offer the lure of unlimited future income based entirely
upon one's own efforts and abilities, with no expecta-
tion of retirement or health care benefits.

Ideally, that person did not have a family to support,
possibly had other means of income available until indi-
vidual sales took off, already had some form of health
care, had their own transportation, and was eager,
enthusiastic and willing to learn.

Placing ads in local college newspapers and working
with college placement offices gave us exactly the type
of person we needed. We even had some students
requesting non-paying internships.

Our new recruits had all the confidence of youth, the
eagerness to succeed and learned very quickly where
the big payoffs are found.

One rep started contacting banks and credit unions. He
would get the appointment and together we would
make the presentation.

One sales call had us waiting half an hour for the
President. In the meantime, we chatted with the Chief
Operating Officer and discovered that they were utiliz-
ing services from a company that provided financial
services to credit unions.

Later that week we were meeting with a company that
provided financial services to over 50 credit unions in
the metro area yet did not have a merchant-processing
offering.

We presented who we were, what we had to offer, and
how we could benefit them, their member credit unions
and also their individual members.

We are now the sole provider of merchant processing
services to a large majority of the credit unions in the
Twin Cities metro area. Truly, this is a case of green-
horns bringing in the green.

— Nadya El-Afandi,
Vice President Sales,
Evolve Systems
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Legal Ease
2005 From a Legal Perspective

By Adam Atlas

IO I e,
f I could predict the future, I wouldn't be so busy
doing legal work for the merchant acquiring busi-
ness. With that disclaimer, following is what I
expect to see from a legal perspective during 2005.

Consolidation

In our industry, there's a curious blend of the forces of
consolidation and divestiture, driven by a number of fac-
tors, and I think the merchant acquiring business needs
these two forces to stay healthy.

On one hand, there are individual entrepreneurs who
start their own ISOs or processing companies in order to
build portfolios and sell them off for the highest multiple.
On the other hand, there are banks or large processors,
some of which are publicly listed, that buy existing port-
folios and use economies of scale to earn greater returns
on the consolidated portfolios.

While in previous years I've observed a healthy mix of
these two forces, I believe that in 2005 we'll see mergers
gaining ground. The principal reasons for this trend are
the reduced margins and increased barriers to entry faced
by new ISO offices.

On a more specific level, the major players such as First
Data Corp., JPMorgan Chase & Co. and Bank of America
Corp. have probably not fully realized the market share
and market power that they now hold in our industry.

Once they get over the mechanics of their recent merchant
services acquisitions, we might see them begin to exercise
some of their power in the marketplace. It's anybody's
guess as to whether that use of market power will be for
the good or otherwise.

More Barriers to Entry

Once upon a time anyone could open an ISO office and
make a few dollars. Now there are registration rules, fees,
financial statements, guarantees and an increasing
number of barriers for people who want to get started in
this business.

In light of the greater consolidation of acquiring proces-
sors and banks, acquirers are in a position to be more
selective of their ISO partners. In addition, greater regu-
lation of the financial services sector, partly because of

post-9/11 security issues, makes the industry much less
of a "Wild West" business and more of a "pinstripes" busi-
ness. I think that the registration process will become
more onerous and costly in 2005.

Unexpected Competition

Competitors will bring the biggest surprises in 2005, such
as software providers like Intuit Inc. and Microsoft Corp.
breaking new ground in the POS market. For years peo-
ple have said that a cash register and POS device will
merge into a single countertop PC.

I think competition for the traditional POS model will
come from three sources: software vendors, PC vendors
and online content developers. It will be up to the entre-
preneurs in our business to make the more modern IP-
and PC-based processing a profit center for the sales
offices. All participants in our business should be on
the look out for new models and learn how to profit
from them.

New Agreements

If 2004 is any indicator, I think 2005 will bring more new
agreements for our business. Last year I saw a number of
new revisions to standard ISO agreements. Some of the
new versions have proved to be reasonable, taking
into account the various problems that can arise in
anlISO relationship, and others have proved much
less reasonable.

There are a lot of old agreements out there that have not
changed much in the last five years. Banks, processors
and ISOs should revisit their agreements at least once
a year to make sure that they are consistent with industry
standards and the normal expectations of parties in
the business.

The year 2005 will bring more new standard forms of
agreements. With renewals come obligations to make sure
that the agreements are well drafted and in the interests
of all concerned.

Agent Registration

The flavor of the month in ISO deals is agent registration.
There are advantages and disadvantages for both ISOs
and processors in terms of agent registration. I advise
readers to carefully review the clauses concerning agent
registration to make sure that they reflect the business
deal made. For example, ISO agent registration with the
processor will benefit the ISO if the processor agrees to
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always pay the ISO residuals for
referrals made by registered agents.
On the other hand, for the less
scrupulous processors (of which
there are a few), agent registration
becomes an easy way for
the processor to take agents from
an ISO.

The best way for ISOs to protect
themselves against these types of
unpleasant events is to think care-
fully about their deals and make
sure that the wording of their agree-
ments actually reflects the deals that
they've made.

ISOs signing agreements in 2005
should be prepared to negotiate
agent registration.

More Litigation

One of the most exciting things to
look for this year from a legal per-
spective is more large-scale litiga-
tion in our industry. As we all know,

the anti-trust issues in our business
serve as the ripe, low hanging fruit
for interested litigators.

It's only a matter of time before
more of the big anti-trust issues,
such as a limited number of card
Associations and networks and the
secrecy of their binding rules, come
before the courts.

In my view, this kind of litigation is
very fruitful for our industry. Expect
more of it in 2005.

More of the Same

As much as technology and business
models evolve in our business, the
fundamental importance of having
healthy customer and business rela-
tions will not disappear.

My advice to readers: Amid the con-
stant change, continue to focus on
building strong relationships with
customers and business partners.

youlithink of
your current processor?

All the lawyers in the world cannot
improve on a healthy business rela-
tionship that offers good communi-
cation, good faith and trust. Good
business is based on being reason-
able and having reasonable expecta-
tions. To the extent that readers
maintain these ideals, I think that
they will have an easier time form-
ing and nurturing lasting and prof-
itable relationships.

I wish everyone in the industry an
outstanding 2005. I hope it's the best
year yet for all of us.

In publishing The Green Sheet, neither the
author nor the publisher is engaged in ren-
dering legal, accounting or other profes-
sional services. If legal advice or other
expert assistance is required, the services
of a competent professional should be
sought. For further information on this arti-
cle, please contact Adam Atlas, Attorney at
Law by e-mail at atlas@adamatlas.com or
by phone at 514-842-0886.
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2005: The Year of Contactless Payments?

Making Contact With ViVOtech Inc.

By Matthew Swinnerton
Merchant Services Direct

©0000000000000000000000000000000000000000000000000000000000000000000000

ontactless or proximity payments, which are made by transmitting

data using wireless or radio frequency (RF) technology, are a type

of payment that I find very exciting for our industry. ViVOtech Inc.,

a provider of contactless payment solutions, is one company lead-
ing the way in this field. I recently had the opportunity to interview
Mohammad Khan, one of ViVOtech's founders and the company's President
and Chief Operating Officer.

Matthew Swinnerton: Why was ViVOtech started?

Mohammad Khan: The main idea in starting ViVOtech was to leverage the
recent proliferation of mobile phones and other wireless technologies to offer
better solutions for the payments industry. We had questions such as:

Why can’t we pay using a cell phone? Why not carry all of our credit cards in a cell
phone instead of a bulging wallet? Why not use wireless technologies such as radio fre-
quency identification (RFID) or infrared to make a transaction rather than swiping a
card? Why can’t we have a better solution than a magnetic stripe card?

These questions drove the formation of the company. Jorge Fernandes,
ViVOtech's Chief Executive Officer, and I believed we could provide answers
to the above questions. We believed that making and managing payments
could be a lot more fun and an easy experience for a consumer. We believed
that it was important to provide enriched payment solutions that would allow
merchants and card issuers to replace cash faster while also allowing them to
reward their loyal customers with savings and personalized services.

We wanted payment solutions that would enable merchants and card issuers
to differentiate their offerings. Jorge was the entrepreneur, and I was the pay-
ments industry expert. We both were evangelists by nature (and still are!). It
was a perfect match for us to start a payments technology company.

MS: How was the company founded?

MK: In February 2001, our mutual acquaintance, Dale Achabal, Ph.D. (a pro-
fessor at Santa Clara University in California) introduced us so we could fig-
ure out whether such a thing was possible or not. My 15 years of experience in
the payments industry (mostly at VeriFone Inc. from 1983 — 1998) helped me
identify the current pains, opportunities, and what could or could not work
well in the industry. After spending three months on this, we decided
to move forward and incorporated the company in May 2001.

Our objective was to focus 100% on providing enriched payment solutions
using contactless technologies and innovative software. We wanted to enable
wireless devices such as cell phones, PDAs, cards and fobs to make a payment
locally at millions of POS locations worldwide. For the first two years, we were
based out of Los Altos Heights, Calif., where Jorge had allocated half of his
house for this start-up effort.

Through friends and borrowed money, we funded development of our early

products: payment software for
PDAs; payment management server
software; a contactless reader with
RF and infrared support; and adop-
tion technology to enable an exist-
ing POS to accept a transaction from
a wireless device. We gathered a
good team that had engineers from
both payments and new technology
backgrounds.

The first commercial business order
ViVOtech received for its product
was from MasterCard International
in early 2002. MasterCard wanted
us to develop a contactless RF card
reader for its PayPass contactless
payment program that uses
ViVOtech's quick adoption technol-
ogy to provide an easy add-on to an
existing POS system with no
software changes. This was
our first commercial ViVOpay
reader product.

ViVOtech received its first venture
capital funding of $5.3 million in
August 2002, right after we deliv-
ered the first working ViVOpay
product to MasterCard in early July
2002. In September, we moved to
our current Santa Clara, Calif. facili-
ty. In 2004, we received an addition-
al $6 million in funding, and we
now occupy a 20,000 square foot
space with 55 full time employees
and about 10 consultants.

MS: What is ViVOtech's greatest
achievement to date?

MK: The greatest achievement of
ViVOtech has been providing an
easy-to-install contactless payment
acceptance solution to MasterCard
for its PayPass pilots in Orlando,
Fla. and Dallas. ViVOtech's solution
allowed many brand-name retailers
to participate in the PayPass pro-
gram in both cities without requir-
ing any software changes to their
POS systems.

American Express (AmEx) has also
successfully used ViVOtech technol-
ogy to enable a long list of brand-
name retailers as part of its
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ExpressPay contactless payment program pilots in
Phoenix, New York and Singapore.

Besides MasterCard and AmEx, a major retailer in North
America has also deployed ViVOtech technology to
enable a large number of its POS locations to start using
contactless programs. We're also working with Visa
International for its Visa contactless payment roll out,
starting in early 2005.

ViVOtech finished 2004 with almost 50,000 contactless
readers shipped that year. This is a large number jump
considering that ViVOtech had shipped less than 2,000
readers only a year before.

This shows that it's not only at the pilot stages, but
also in the commercial rollout stages; ViVOtech contact-
less products are succeeding to have the largest
market share.

MS: What's in store for ViVOtech in 2005?

MK: If 2003 and 2004 were the "pilot" years for contact-
less payments in the United States, 2005 is turning out to
be the commercial rollout year, with several major
deployments scheduled.

Speed and convenience are the driving forces for these
deployments, but not the only factors. Increased trans-
action volume and transaction amounts along with "top-
of-wallet" effects have been recognized in the pilot pro-
grams as clear benefits for retailers that predominantly
deal with cash transactions and have long lines of cus-
tomers at their check out lanes during peak hours.

A considerable number of national brand retailers will
start accepting PayPass, ExpressPay or Visa contactless
cards/fobs at their store locations. To date, McDonald's
has already announced its acceptance of PayPass
devices at all of its 13,500 fast food locations.

Similar deployments are expected from other national
and regional retailers. Equally, multiple card issuers
plan to issue contactless payment cards/fobs by the mil-
lions in 2005 here in the United States.

Retailers will also expand their loyalty, gift and prepaid
card programs using ViVOtech contactless technologies
and software products. There will also be dozens of
closed system contactless payment solutions targeting
stadiums, universities, corporate campuses and ethnic
communities.

Some of these developments already started in 2004,
leveraging ViVOtech's prepaid and loyalty transaction
management software, ViVOplatform; ViVOpay read-
ers; and ViVOwallet-enabled cards/fobs.
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This year will also be exciting on two additional fronts.
First, ViVOtech contactless products are already being
planned for additional pilots and limited rollouts outside
of the United States. Secondly, ViVOtech will participate
in a few exciting pilots here in the United States and
abroad using near-field communication (NFC)-enabled
mobile phones.

MS: What are ViVOtech's long-term goals?

MK: Our long-term goals are to provide contactless pay-
ment solutions that allow:

¢ Making and managing payments a fun and an easy
experience for a consumer.

* Merchants and card issuers to replace cash faster and
reward their loyal customers with savings and personal-
ized services.

* Merchants and card issuers to differentiate their
offerings.

The continued proliferation of increasingly capable cell
phones and the major rollouts of contactless RF cards and
fobs as part of the PayPass, ExpressPay and Visa contact-
less programs are all moving ViVOtech closer to its long-
term goals. Our objective is to see:

¢ Hundreds of thousands (even millions) of POS loca-
tions enabled to start accepting contactless payments.
That's why we have developed intelligent ViVOpay read-
ers that work with existing and new POS systems. These
can support PayPass, ExpressPay and Visa contactless
devices and software downloads in the future to provide
differentiating applications for both merchants and card
issuers (i.e. contactless prepaid devices with integrated
loyalty, instant rewards, e-coupons, cross-selling and
other applications). These software applications could
also support payment transactions from mobile phones.

¢ Millions of intelligent contactless payment cards and
fobs that are issued to consumers by both card issuers and
retailers that will enable ViVOtech to deliver software-
based value-added applications that merchants and card
issuers can offer to their customers.

That's why ViVOtech developed ViVOwallet software to
be used in contactless cards and fobs as well as in NFC-
enabled phones. Besides card companies, ViVOtech is
also working with some major retailers to provide its
ViVOwallet software-based contactless cards and fobs for
their programs.

Starting in 2005, we will also see NFC technology-enabled
mobile phones in pilots and ready for commercial rollouts
a year later. At their booths at CARTES 2004 in Paris, Visa
and MasterCard demonstrated ViVOtech technology
working with Nokia, Motorola and Philips.

* Merchants who take their existing programs such as
gift, prepaid and loyalty cards to the next level using the
contactless technology and ViVOtech intelligent software
that resides in cards/fobs/mobile phones, ViVOpay read-
ers, and at the back-end transaction management server,
ViVOplatform.

ViVOtech developed ViVOplatform server software
to provide added functionality so it's possible to use
contactless technologies with existing back-end (legacy)
systems.

MS: Do you think there is any misconception about what
ViVOtech does? If so, what do you think it is?

MK: The biggest misconception about ViVOtech is that
it's a hardware company. However, this misconception
will change with time. It's ViVOtech's software that will
allow the company to achieve its long-term goals.

It was essential to develop a hardware reader that can
communicate with wireless consumer devices on one side
and connect to the existing or new POS systems on the
other side with the least amount of effort.

It was important to have such enabling on ViVOpay read-
ers installed at hundreds of thousands (even millions) of
POS locations so that they can support existing contact-
less programs' payment devices but can also support
ViVOtech software applications to enable merchants and
card issuers to deliver differentiating application services
in the future.

ViVOpay devices are the intelligent readers that will
bridge the gap between consumers and merchants
and will allow merchants to deliver better services to
their customers.

ViVOtech has multiple software products that are in an
early adoption cycle by multiple customers. Some of
these customers are also ISOs who want to leverage con-
tactless technology to expand their transaction services to
their merchants. These software products will start
becoming visible in 2005.

For instance, ViVOtech announced its contactless gift card
software in early 2004. In January 2005, we will announce
our contactless loyalty software products. Both software
products are based on the ViVOplatform server for back-
end processing, and are supported by ViVOwallet soft-
ware and ViVOpay readers on the users' side.

To allow its customers to get started with a small amount
of investment, ViVOtech also offers an application service
provider (ASP) model for the use of its ViVOplatform-
based software products such as contactless prepaid, gift
or loyalty.



MS: ViVOtech's headquarters are in the Silicon Valley.
Has this location had an influence on the company?

MK: It's been a great value being based out of the Silicon
Valley. We attract very capable engineers to work with the
latest technologies on both software and wireless devices.

Our location allows ViVOtech to marry the growing pay-
ment software requirements with the latest technologies
in order to deliver the right solutions to the market:
Solutions that the payments industry can easily adopt
with the least amount of investment and that deliver
maximum value propositions to all involved parties.

Besides having our HQ and development team in the
Silicon Valley, our U.S. sales and payment industry
experts are located in New York, Atlanta and Santa Clara,
Calif.

MS: Is ViVOtech an international company?

MK: We have a presence in the Asia Pacific (ASPAC),
Europe, the Middle East and Africa (EMEA) and Latin
America regions. ViVOtech is represented through its dis-
tributors in many different countries in these regions.

At the same time, we have representatives located in
Singapore and Tokyo for ASPAC; Tokyo for Japan; the
United Kingdom for EMEA; and Miami for Latin
America. We currently have more than 2,000 systems
installed outside of the United States. Most of them are in
Canada, Singapore, Malaysia and Japan. Most of the
pilots in Asia will turn into a commercial rollout in 2005.

MS: What changes do you predict will occur in the
upcoming years?

MK: I believe contactless technology is a driving force in
the payments industry today in the same way as the mag-
netic stripe technology was in the early 1980s.

Contactless technology delivers the following value
propositions to all involved parties even in its simplest
form, which is a branded credit card payment:

¢ Convenience and speed for consumers

* Speed and sales uplift for merchants

e Cash transaction replacement for acquirers/ISOs and
card issuers

* "Top of the wallet" and "wallet share" for the issuer.

Over the next three to five years, contactless payments
should see high growth on both sides:

1) Branded contactless payments such ExpressPay,
PayPass and Visa

2) Closed-loop payments driven by merchants and cafete-
rias/ campuses

Merchants and card issuers will be able to offer personal-
ized services and savings to their loyal customers using
contactless technologies.

NFC-based cell phone payments and related applications
should be getting big and very exciting over the next two
to five years. This year will be the year of pilots for this
type of technology; 2006 will be the year for early com-
mercial rollouts, and 2007 will be the year for mega
rollouts.

Finally, biometric payments might also be able to benefit
from the contactless technology rollout, especially if NFC-
enabled cell phones also start supporting biometric fin-
gerprint pads. There are already a few phone models in
Japan that have such capability.

The end result of all this will be a much faster replace-
ment of cash and check transactions; customers will
maintain the possession of their payment devices, even in
restaurants; paper receipts might start disappearing faster
than we think; loyal customers should start getting well
rewarded; and cross-selling, e-coupons and e-ticketing
might finally become common.

MS: What effect will ViVOtech's solutions have on the
feet on the street?

MK: ISOs and MLSs will benefit from ViVOtech develop-
ments based on contactless technologies and innovative
software. Some ISOs are already implementing exciting
contactless loyalty and prepaid solutions for their mer-
chants using ViVOplatform software, ViVOpay readers
and ViVOwallet-based cards and fobs. ISOs and MLSs
offering solutions using ViVOtech's technologies will
benefit from:

* Additional transaction services

e Add-on contactless reader hardware and/or replace-
ment of a POS system

¢ Increased reoccurring revenue

MS: Thank you, Mohammad Khan for taking the time to
do this interview. I have no doubt that 2005 will be a great
year for your company. I wish you the best.

Matthew Swinnerton of Merchant Services Direct has sold credit
card processing solutions for the last seven-plus years as an inde-
pendent agent. To find out more about Merchant Services Direct,
visit  www.msdirectnet or e-mail Matthew directly at

matt@msdirect.net or call him at 512-255-9791.
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of merchant and processor new application rollouts
across all market segments.

The V* 510 terminal provides extraordinary performance
in a sleek, compact design that's ideal for a wide variety
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drop-in "clam shell" paper loading, bright backlit display,
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The advanced processor provides fast processing and
multi-tasking capabilities suited to value-added applica-
tions and data-intensive, EMV smart card transactions.

The V* 610 device is a portable wireless version of the V*
510 using technologies including Wi-Fi, CDMA and
GPRS. Its long battery life and high capacity enables mer-
chants using the VX610 to open up new market opportu-
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nities by extending countertop payment capabilities to
wherever consumers are.

The V* solutions are part of a push to simplify integrating
technological advances for agents and merchants.

VeriFone is focusing on packaging bundled solutions so
that agents train on one product and can then select the
solutions they want to learn about and customize for their
merchants later.

VeriFone Inc.

2099 Gateway Place, Suite 600
San Jose, CA 95110
800-VERIFONE
www.verifone.com

Retailers Print Checks

on Demand, on Site

Product: ST9420 MICR Laser Printer
for Retail Environments

usinesses that operate chains with multiple
locations have a solution available now that
lets each site print checks on demand, while
remaining connected to the central network.

From Source Technologies in North Carolina comes a
desktop version of the magnetic ink character recognition
(MICR) laser printers that banks use to print checks on
demand.

The process of remote printing is centrally managed;
banks have been utilizing the efficiency, security and con-
venience of on-demand MICR printing and now other
businesses can, too.

Source Technologies' ST9420 MICR laser printer for retail
environments is a low cost solution to producing highly
secure checks on site, and eliminates the need to wait for
a central accounting department to cut checks.

For example, in such businesses as retailing, restaurants
or securities, company headquarters can control the cor-
porate "checkbook" while on-site managers have the abil-
ity to print checks on the spot to pay vendors or suppli-
ers, or to meet unexpected needs.

If a restaurant manager in one city needs to pay a produce
delivery person, he prints the check at his location and
the head office can account for that check immediately
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80% of all applications approved in 1-hour.

because the back-office systems are networked.

The ST9420 system also has payroll functions; if an
employee pay check is incorrect, a manager can print a
corrected check immediately.

Satellite offices of securities firms can also print checks for
their customers on site, eliminating administrative tasks.

The ST9420 prints 32 pages per minute. It features the
same check fraud protection Source Technologies uses in
its banking industry solutions including password pro-
tection, drawer and front panel locks, toner detection and
security fonts.

The ST9420 printer is available in two formats: One is par-
allel and locally attached, the other is network capable.

Source Technologies

2910 Whitehall Park Drive
Charlotte, NC 28273
800-922-8501
www.sourcetech.com

We've Got It All!

F Sfr'.ij]':e Costs As Low As
2

r

Share in all revenue above "True Cost”.

Adult, travel & other high risk.

Strong 9 year reputation for paying residuals.

/d http://www.sigagents.com
Signature’ g90) 334.9784
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Less time struggling.
( More time selling.

GEM Team
Group support with:
Lero Hold Time!
FLero Voice Mails!
You call, we're there
for YOLI!

SNAp

Simple New Approval Process
A common sense approach
fo underwriting that will
get your deals approved

Join Retriever TODAY!

1@ Hot leads! @~ Online Merchant Application
: Gateway (MAG) for instant
@~ Guaranteed leasing! merchant approval!
i@ Residual sharing on Interchange! i@~ Total back-end office support
deveronline!
pd~ Personalized sales support through Ehﬁuﬁh I.-h::lr : .J'rm: t]l,‘,‘::+ ¥
the G-EM T ! ”. LE SENN FIRENCRARTTE LT

information = vou see what we see!

o  Forg Hold Time! * Change vour downloads online!

*  Zero Voice Mails! * un upsale reports fo make the most of
vour merchant base!

Call today! 866-8 TO-RPSI G ,q,. HEtFIﬂHEI‘

Ask how to r,r.'-rm'.,f'h for (777

the $10,000 signing bonus! bk
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An Inclusive Solution to

Take Merchants Online

Product: StoreSense 5.8

Company KUnt COm L vvvvvvviiiiiiiiiiiiiiiineee
ith everything we're hearing about the
explosion of e-commerce, merchants of
all sizes and types want to get in on the
action. They might have great products to

sell and a great angle to differentiate their products, but

no idea of how to go about taking their businesses on

the Internet.

While creating an online presence is not as easy as tak-
ing out an ad in the Yellow Pages, it doesn't have to
involve a lot of frustrating steps either. How do mer-
chants get started? What happens once they're online?
Where do they go for answers?

Kurant Corp. is a company that specializes in e-business
solutions for small and medium-size merchants. Its new
StoreSense 5.8 product is an ideal way for brick-and-
mortar merchants, from retailers to food services, to
expand their horizons, giving them an entire online
storefront.

StoreSense 5.8 is built on Kurant's e-commerce platform,
and through partnerships with Web hosting, and design
and e-mail services, the product offers a number of fea-
tures to not only get merchants up and running, but to
assist them in their business endeavors.

These features include a high level of transaction securi-
ty, an optional link for posting to auction site eBay
(eBay acquired Kurant on Jan. 13, 2005); inventory
management; order fulfillment and e-mail marketing
capabilities.

StoreSense 5.8 provides a wide range of merchants with
an easy to use, cost-effective tool to help them compete
with larger e-tailers. It's scalable depending on the size
of merchants' operations so they can decide how many
of the features they want to use or how far they want to
take their business; merchants pay a monthly subscriber
fee. The solution is downloadable from a CD and set up
is straightforward, easy and quick. It's available for sale
only through resellers; contact Kurant directly for dis-
tributor information.

Kurant Corp.

110 Sutter Street, Suite 410
San Francisco, CA 94104
888-463-2696
www.kurant.com
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i: How,many,
B merchants
couldiyou

A. Call Alpha Card Services today
® and find out for yourself!!!!
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Frea af Chargeli!
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Froe of Charge!!l
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Build your portfolio today!
1-866-253-2227 Ext 13
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"Stop Selling Commodities (And I'm Not Talking Pork Bellies)"

{ vou've been in our industry for 5-10 years-or
more, vou remember the good old davs. When
vou could make o decent buck for enrolling a
new merchant. Selling equipment at (what
todday ) would be considered outrageous prices. ..
and profits

The day of providing a highly-valued service 1o an
appreciative  merchanlt has given way 1o the
"commoditization” of our industry. Lowest price
wins. (Small wonder why vou're not earning the
commssions you used 1o.)

Tired Of Cut-Throat, Commodity Pricing?
Here's How To Put Professionalism...
{And Decent Profits) Back In Your Business

What if vour merchants didn't care that someone else
is oflening the same terminal for a few bucks less, or
i he sees an ad for a few basis poims lower rate. He
won't care because you got him into a total package
that will help him dramatically grow his business.

He's paving pennies to earn dollars...
usually thousands of dollars,

This is what happens when vou ofTer the industey-
exclusive products and services available only
from US Merchant Svstems. [T vou're ready to
learn more, just pick up the phone and call Jessica
Slack today, ot BOO-655-8767, ext. 262, But dont

call her if vou're afrmd of closing deals.

We're looking for new agents to join us who are
professionals in this business. I that's you, we'll help
vou build your empire, with:

® Trmning, for you and your reps
* Pre-set (by telemarketer) appointments
® Co-op ads for recruiting, and for merchants.

S0 if you're tired of having 10 compete on price... if
vou're ready to use vour skills, knowledge and
experience to provide unrivaled value to vour
clients=and make more money than vou ever have,
call Jessica today at B0-635-ET767, exi. 262,

Jessica knocks out the compefition

This 15 what happens when you call Jessica:

"Never have | had an 150 concerned about my
success like USMS, 1 spoke with Jessica Slack,
and | began to get excited about the opportunities
and services USMS has to offer. Then after
spending a good hour on the phone with Stu, | felt
that USMS was the right 150 for my success.
With vour trainings and excellent support, I truly
believe that 1 am part of a winning team and | am
excited about 2005,."
Mark E.. Houston, TX
(Over 10 years experience)

Make 2005 your best year ever, by joining LISMS.
We'll show you how to knock out the competition.

Sincerely,
St Rosenbawmy
CEQ, US Merchant Systems, Inc,

P5. Even if yvou weren't around in the good old days, if
vou have an intense burning desire o succeed-by
providing this kind of exclusive service... and ¢aming
more than you ever have, call Jessica anyway.
B00-655-8767, ext. 262,

PPS. Here's what amother of our agenis recently said
abouwt our new exclusive producis and services:

"USMS is the best thing that's happened (o me in
8 vears in this business. | made more money in
the last 2 weeks (since offering the new services)
than | have in my best month, ever!"

Ernest P, Austin, TX

Copyright © 2003 US Merchant Systems, All rights reserved.
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WaterCoolerWisdom:

"Human beings, by changing the inner attitudes of their
minds, can change the outer aspects of their lives."

- William James

ou spend so much time at work that it only
makes sense to do your best to be happy in
your career. After all, life really is too short to
spend 40 (or 50 or 60) hours a week being mis-
erable. So how do you find joy in your job? Make the
decision to be happy in it.

You might be thinking, "Sure, easy for you to say, you
don't work for him," or "I would like to see you with a
smile on your face when you have the client list I do," or
even, "T'll be happy when at least one of these cold calls
doesn't hang up on me."

Making the decision to be happy doesn't mean your diffi-
cult clients suddenly become pleasant, your boss finally
agrees to that raise and extra week of vacation, or your
commission checks skyrocket.

It simply means that you will change not only your atti-
tude but also how you handle challenges that come your
way. It means you will change what you can.

However, deciding to be happy is not easy. Our society is
often geared toward negativity and pessimism. You don't
see many people standing around the water cooler dis-
cussing how happy or fortunate they feel to be working
for their company.

Unfortunately, for many people, it's easier and more
entertaining to talk about how little their boss knows or
what a jerk a certain client is. Don't fall into that trap; it's
too easy. As is usually the case, the high road is the more
difficult hike. But it's worth it.

Following are four things to do today that will contribute
to finding happiness in your workday.

= HReselliers!
= 1508
= Web Designers!

FREE PAYMENT GATEWAY
Virtial Terming! & Weblink!

Resealler Interface!
Virfual Terminal

Fast Setup!
Free Shopping Gart!
Greal Buy Rates! 210KImo.ACH Acount!
Recurring Billing!  Process All Credit Cards!
Certified on: FDC, Global, Vital & Paymentech

FREE CUSTOMER SERVICE!
1-866-484-7555

WAL PAY POINTUS A COM
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The Kiosk Show

Highlights: This tradeshow and conference will open up the
secrets to successful self-service kiosk projects and explain
how your business will benefit. Interactive, self-service
kiosks can increase your sales and profit, decrease
your costs and provide better service to customers and
employees.

At the show, attendees will be able to test drive best-in-
class self-service technology in a real world setting and
connect with the world's top suppliers of kiosk solutions.
Learn about turnkey solutions for application in retail; quick
serve restaurant (QSR)/meals-to-order; travel and tourism;
hotel/motel; transportation; banking and finance; gaming
and entertainment; photo processing; healthcare; human
resources; government and other markets.

When: Feb. 22 - 23, 2005

Where: Gaylord Palms Resort & Convention Center,
Orlando/Kissimmee, Fla.

Registration: Visit www.kioskshow.com

Electronic Transactions Association
Annual Meeting and Expo

Highlights: The electronic payment processing industry's
biggest event of the year is happening earlier than usual in
2005, but that won't diminish the excitement or opportuni-
ties for learning and networking in any way. Nearly 3,000
professionals from across the country and around the
world will attend to learn about new trends, meet with
peers and explore the lafest in cutting-edge technologies.

Presentations, seminars, break-out sessions, banquets and
receptions are included; everyone from sales reps to CEOs
will leave this event with pertinent and timely information,
numerous business contacts and progressive ideas that can
be put to work immediately. Dozens of vendors will exhibit
in the Expo Hall, including The Green Sheet. Visit us at
Booth #1630 just inside the entry doors and enter to win a
"Greentastic Voyage" to Maui or South Africa.

When: March 15 - 17, 2005
Where: Mirage Hotel and Casino Las Vegas

Registration: Visit www.electran.org

1. Form Relationships

Spending each day with people you like will make
your workday not only tolerable, but also enjoyable.
Take time to get to know your co-workers, superiors
and clients. Express an interest in their work and their
lives. Fostering relationships helps you find more joy
in your workday and helps you work better with your
colleagues.

2. Find a Reason

When people are unhappy, either in their professwnal
or personal lives, it might be because they don't feel a
purpose. To help find joy in your work, define why
you work.

If your initial response is, "to pay the bills," try dig-
ging a little further. Is it to take care of your family? To
contribute to society? To work on technologies that
will have an impact on future generations? Finding
a greater purpose will help you find great joy in
your job.

3. Be Independent

You might think that being independent conflicts with
the first item on this list, which is forming relation-
ships. But you can be independent and have healthy
relationships with your co-workers. Being independ-
ent means that you have identified your goals and you
know how you plan to achieve them. It also means
that you're in control of your destiny.

4. Have Confidence

Many times we don't have enough faith in our abili-
ties. Sometimes we're afraid that if we are self-confi-
dent or proud, others will mistake it for arrogance.
However, it's not only OK to recognize your strengths,
it's encouraged. If you feel good about your capabili-
ties, then you'll feel good about how you apply them
to your job. Recognize and appreciate your skills.

Making a conscious decision to be happy in your career
and your daily work will change your whole outlook. If
something goes wrong, accept it, do what you can about
it, and move on. If you've chosen to be happy, then you
won't let a setback ruin your day or taint the rest of your
week. If you've previously decided that whatever hap-
pens will not become a miserable nightmare, then it
won't. If you do your best to form relationships and be
independent and confident, then you're on your way to
finding more happiness in your workday.

Good Selling!™

Pa . Green
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Programs Tailored
For All
Small or Large ™,
Sales Offices

v Automatic Approval of 300 Types of Business ¥ Lead Generation Program

v Same Day Merchant Approvals v Amex, Discover Commissions
v Faxed Applications Accepted v Check Service Programs

v Mimimum Discount Fee At Salesman Choice v Gift Card Programs

v Customized Interchange Tables v Online Merchant Access

v B2 Ut AHIA BA Y FlE RN, v Lifetime Vested Residuals

v

Cliente de habla hispana y ayuda de servicio técnica

Crossover the bridge to a successful team and contact us today at 800-414-4286 ext.104; speak to
Myrvin Garnett about our pricing and high level of service.

o e Advanced Payment Services

=S=s i www.apscredit.com
Your Bridge To Success
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ATM/SCRIP 1S0s
LOOKING FOR AGENTS

Access ATM
(866) 874-0384
Access to Money
(888) 501-5246
Card Access Incorporated
(888) 542-1844
Conuenience Cash ATMs, LLC
(877) 872-2286
Data Capture Systems
(800) 888-1431
NationalLink
(800) 363-9835

NetBank Payment
Systems, Inc.
Formerly FTI

(866) 450-9815 x8876
Nexus ATM
(800) 201-0461 x218

BACKGROUND
INVESTIGATIONS

Bestpeoplesearch.com

(760) 652-4050 x911

Commercial Business
Intelligence

(888) 740-0747

BANKS LOOKING
FOR AGENTS

Humboldt Merchant
Services, L.P.

(877) 635-3570
Redwood Merchant Services
(800) 528-6661
The Bancorp
(888) 285-0979

BANKS LOOKING
FOR 1S0s/MSPs

Best Payment Solutions
(866) 289-2265
CentralBancard
(866) 797-2317

Chase Merchant
Services, LLC

(800) 622-2626 xB6016
First American Pymt Sys
(866) GO4 FAPS

Group IS0
(800) 960-0135
iMax Bancard Network, LLC
(866) 702-8801
Integrity Payment Systems
(888) 477-4500
National Processing Co.
(800) 672-1964 x7684
Redwood Merchant Services
(800) 528-6661

CHECK DRAFTING SERVICES

ILOVECHEN.COM
(866) 691-0666

CHECK GUARANTEE/
VERIFICATION

CrossCheck, Inc.

(800) 654-2365
EZCheck

(800) 797-5302
Glohal Payments Inc.

(800) 638-4600 x888
Secur-Chex

(866) 464-3277

CONSULTING AND
ADVISORY SERVICES

Adam Atlas Attorney at Law
(514) 842-0886
First Annapolis Consulting
(410) 855-8500
Integrity Bankcard
Consultants, Inc.
(800) 816-4224
Lease & Finance
Consulting, LLC
(203) 438-1574

CREDIT CARD
CASH ADVANCE

POS Payment Systems
(718) 548-4630

DEBIT TRANSACTION
PROCESSING

Cashlane
(800) 325-2862
Glohal Payments Inc.
(800) 801-9552

EFT-ACH
SETTLEMENT SERVICES

ILOVECHEX.COM
(866) 691-0666
Universal Payment Solutions
(877) 889-7500

EQUIPMENT

Automated Transaction Tech.
(714) 999-9566
BANCNET
(713) 629-0906
Bartlett Info Tech Svcs, LLC
(901) 384-6151
CardWare International
(740) 522-2150

CREDIT CARD
EQUIPMENT CORPORATION

(800) 860-0710
General Credit Forms, Inc.
(800) 325-1158
Glohal Payments Inc.
(800) 801-9552
Ingenico
(800) 252-1140
Lipman USA, Inc.
(516) 484-9898
Paragon Services Inc.
(800) 322-5771
POSBUY.com
(866) 276-7289
TASQ Technology
(800) 827-8297
Terminals Direct
(800) 440-1952
The Phoenix Group
(866) 559-7627
\lital Merchant Seruices
(800) 348-1700

FREE ELECTRONIC
CHECK RECOVERY

ACCESS CHEX

(866) 746-CHEX
CheckAGAIN

(800) 666-5222
Check Recovery Systems

(800) 721-0930

To add your company to our expanding
listing, call 800-757-4441 today.

CHEKcollect.com
(866) 691-0666

GIFT/LOYALTY
CARD PROGRAMS

FLEXGIFT/UMSI

(800) 260-3388 x222
POS Payment Systems

(718) 548-4630
TENDERCARD

(800) 383-8280

AVP Solutions
(800) 719-9198
National Transaction Corp.
(888) 996-2273

INTERNATIONAL/OFFSHORE
RELATIONSHIPS AVAILABLE

Group IS0 International
(800) 960-0135

IS0 RELATIONSHIPS
AVAILABLE

AmericaOne Payment Sys

(888) 502-6374

BioPay Biometric
Payment Systems

(866) 324-6729
Business Payment Systems
(877) 700-7947 x236
CentralBancard
(866) 797-2317
CoCard Marketing Group
(800) 882-1352
Cynergy Data
(866) ISO-HELP
Electronic Payments, Inc.
(800) 966-5520 x221
EVO0 Merchant Services
(800) CARDSWIPE x7800
First American Payment Sys
(866) GO4 FAPS
First Data Merchant Services
(866) FDMS-ISO
Global Payments Inc.
(800) 801-9552
Group IS0
(800) 960-0135

The Resource Guide is paid classified advertising. The Green Sheet, Inc. is not responsible for and does not recommend or endorse any product or service.
Advertisers and advertising agencies agree to indemnify and hold the publisher harmless from any claims, damage, or expense resulting from printing or publishing of any advertisement.



What separates Advanced Merchant Services from the others?

“Starting as an MLS in 1997, and personally writing over 2,000 accounts, puts me in a
place where | can really help our sales partners succeed having walked in their shoes

for years.”

| can confidently answer the question, Why Advanced? We realize there are certain
things you are looking for and we have custom built our company to meet your

growing needs.

-

L

g

g
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Complete Training with True Support!
Accessibility to a live person!

Residual Income! Buy Rate 1.57%, 100% above
for) Revenue Sharing where you share in
Every Income stream!

Bonus Money! 5100 - 5250 per retail app + 550 AMEX

Guaranteed Leasing Program with tiered or flat factors.

S

FREE Services include: Pin Pad Swaps, Conversion
and/or merchant training, Authorize.Net, personalized
web site, marketing materials and much more!

b ]

Faxed APPS5, No Originals, DL or Pictures needed!

R T

g

Quick Approvals and Ongoing Communication.

Trademarked ISOPro Motion® Program

1 would like to personally send you a FREE copy of
I0PRO MotionD, containing more than 100 pages
of tips, technigues, terms, planning pages, lead
generation flow charts and more.”

You can reach me, Jason Felts, at:

jasonf@gotoams.com or

888.355.VISA (84712) ext. 106
www.amspartner.com

Jason Felts, President ’% H [Iv ﬂ “ [: E [I

—— merchant services
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iMax Bancard Network, LLC
(866) 702-8801
Lynk Systems, Inc.
(866) MSP-LYNK
MSI-Merchant Services, Inc.
(800) 351-2591 x9-23
National Processing Co.
(800) 672-1964 x7655
North American Bancard
(800) BANCARD x1001
NOVA Information Systems
(800) 226-9332
Partner-America.com
(800) 366-1388
Payment Resource Int.
(888) PAY-FLEX x212
Total Merchant Services
(888) 84-TOTAL x 315
United Bank Card (UBC)
(800) 201-0461

Valuplus Merchants
Association

(877) 440-8258 x102

ISOS/BANKS PURCHASING
ATM PORTFOLIOS

Access to Money
(888) 701-1004 x18
Glohal Payments Inc.
(416) 847-4477

Nationwide Automated
Systems, Inc.

(818) 716-6790

1S0s/BANKS PURCHASING
MERCHANT PORTFOLIOS

AmericaOne Payment Sys
(888) 502-6374
CentralBancard
(866) 797-2317

Chase Merchant
Services, LLC

(800) 622-2626 x86016
Concord EFS, Inc.
(800) 778-4804
EV0 Merchant Services
(800) CARDSWIPE x7855
iMax Bancard Network, LLC
(866) 702-8801
National Processing Co.
(800) 672-1964 x7684
North American Bancard
(800) BANCARD x1001
NOVA Information Systems
(800) 226-9332

Total Merchant Services
(888) 84-TOTAL x 315

I1SOs LOOKING FOR AGENTS

Advanced Merchant
Services, Inc.

(888) 355-VISA (8472)
Allied Merchant Services
(888) 355-7450 x3
AmericaOne Payment Sys
(888) 502-6374

Approval Payment
Solutions, Inc.

(888) 311-7248
Bancard Payment Systems

(866) 783-7200
Best Payment Solutions

(866) 289-2265
Business Payment Systems

(877) 700-7947 x236
CentralBancard

(866) 797-2317
Century Bankcard Services

(888) 690-7555 x6
Concord EFS, Inc.

(800) 778-4804
Cynergy Data

(866) 1S0-HELP

DISCOUNT PAYMENT
PROCESSING

(800) 430-9566

Eagle Merchant Services
(800) 255-0898

EV0 Merchant Services
(800) CARDSWIPE x7800

EXS-Electronic Exchange Sys.
(800) 949-2021

Financial One Card Services
(800) 435-1393 x2

First American Payment Sys.
(866) GO4 FAPS

Galt Valley
Merchant Services

(888) 560-9005

Innovative Merchant
Solutions

(800) 397-0707
Landmark Merchant Solutions

(800) 882-4896 x410
Money Tree

(800) 582-2502 x2
MSI-Merchant Services, Inc.

(800) 537-8741 x9-12
National Processing Co.

(800) 672-1964 x 7655

Netcom Data Southern Corp.
(800) 875-6680

North American Bancard
(888) 229-5229

Payment Resource Int.
(888) PAY-FLEX x212

Reliant Processing Services
(877) 650-1222 x101

Signature Card Services
(888) 334-2284

Total Merchant Services
(888) 84-TOTAL x 315

United Bank Card
(800) 201-0461 x 136

United Merchant Services
(800) 260-3388

Valuplus Merchants
Association

(877) 440-8258 x102
Kenex Merchant Services
(888) 918-4409

I1S0s/PROCESSORS SEEKING
SALES EMPLOYEES

US Data Capture, Inc.
(888) 486-9393

LEADS GENERATORS

Hot Leads Xpress
(866) 627-7729

LEASING

ABC Leasing

(877) 222-9929
Accomack Leasing

(877) 325-6469
Allied Leasing Group, Inc.

(877) 71 LEASE
American P.O.S.
Leasing Corp.

(800) 349-6516

BARCLAY SAUARE
LEASING, INC

(866) 396-2754

CIT Financial USA, Inc.
dba Lease Finance Group
(888) 588-6213

First Data Global Leasing
(800 897-7830

First Leasing Corporation
(888) 748-7100

GlohalTech Leasing, Inc
(800) 414-7654 x3002

Golden Eagle Leasing, Inc.
(800) WE LEASE

Integrated Leasing Corp.

(201) 568-1881
LADCO Leasing

(800) 678-8666
Leasecomm Corp.

(800) 515-5327
Merimac Capital

(866) 464-3277
Northern Leasing Sys., Inc.

(800) 683-5433
TASQ Technology

(800) 827-8297

PAYMENT GATEWAY /
SERVERS / ISPs

Authorize.Net
(866) 437-0491
PayPointUSA
(866) 484-7555

P0OS CHECK CONVERSION

B-CHeX

(877) 700-7947 x275
CrossCheck, Inc.

(800) 654-2365
E-Chex

(877) 888-CHEX
EZCheck

(800) 797-5302
Glohal eTelecom, Inc. (GETI)

(877) 454-3835
Secur-Chex

(866) 464-3277

POS REPLACEMENT
DISPLAYS/LENS/LCDs

Focus Display Solutions, Inc.
(480) 503-4295

POS SUPPLIES

CardWare International
(740) 522-2150
General Credit Forms, Inc.
(800) 325-1158
TASQ Technology
(800) 827-8297
\ital Merchant Services
(800) 348-1700

PROCESSORS LOOKING
FOR 1S0s

First Data Merchant Services
(866) FDMS-ISO

Global Payments Inc.
(800) 801-9552



Maximize Your Profitability

with Our Flexibility.

o F|r§tﬂgta‘“’ IISU/AQE“’[ Program

ponior Salutions, Infinile

| 1| First Data” delivers five distinctive 150/Agent programs to significantly increase
your bottom line. Dur flexible product offering allows you to perform only those
services that fit your business needs.

mHeIatiunship!
We honor [50-driven development tailored to individual needs,
and we assign a dedicated, proactive service team to provide
proven solutions that appeal stromgly to your merchants.

First Data's
mtustnml:allun ﬁﬂfhenl
Dur Mlexibility in system starfup and management allows you Frnglam:

to customize products, services and pricing for each merchant
hased on the evolving marketplace.

« Flexible programs (straight agent,

pEmpowerment IS0 no risk, IS0 risk, processing only)
We aggressively invest in new technologies to remain the = High approval rates
processing industry leader—giving your merchants the freedom
and power lo accepl every paymant method anytime, anywhere. « Instant merchant approvals
SProtitability = Portfolio buyback and retirement programs
Dur robust suite of products and services are designed to attracl = Acceunt partabikity
and retain lucrative merchant accounts, and give you superior «12-hour merchant funding
resources (o help maximize your profitability.

« Online application ability
With the First Data IS0 Program, « First Data Leasing Company—
your success is our goal. highly competitive rates

) = World-class in-house deployment

Compete to win. services through TASQ Technology

« World-class in-house check services
For information about the First Data through TeleCheck
IS0 Program, call EEE-FDMS-I?D or - More than 400 valug-added resellers
visit www.fdms.com/IS0/fdmsiso. (VARS) certified
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ResourceGuide

iPayment, Inc. STORED VALUE PROGRAMS _
(800) 748-6318 i%c. Inc.

Money Movers (888) 327-8188

of America, Inc.
(B00) 815-4360 SUPPORT DESK FOR

National Processing Co. POS TERMINALS &
(800) 672-1964 x7655 PC SOFT\WARE

NOVA Information Systems
(800) 226-9332

REAL-TIME CHECK/
CREDIT CARD PROCESSING

eProcessingNetwork.com
(800) 971-0997
USAePay.com
(866) USAePay ®72-3729)

REAL-TIME CHECK/DEBIT
PROCESSING

paymentoptionsolutions.com
(888) 767-7674

SITE SURVEYS

Property Resource
Network Inc.

(800) 676-1422

CardWare International
(740) 522-2150
TASQ Technology
(800) 827-8297
\ital Merchant Services
(800) 348-1700

SUPPORT STANDS FOR
POS TERMINALS

Amvox Equipment Company,
Inc.

(800) 993-2699

Advertiserindex

ABANCO International
ACCPC ...
Advanced Merchant Services
Advanced Payment Services .
Allied Leasing Group ....
AlphaCard Services ......
American Bankcard Corporation................cceueruenieenieesisessiesesesseeeseees
AmericaOne Payment Systems .
Authorize.Net ..................
Bancnet Corporation .
Bank Card Depot.......
Barclay Square Leasing
Best Payment Solutions
BUDGET Terminals & Repairs
Business Payment Systems ...
CardWare International
Central Bancard
Certegy......ccccueuee.
Charge Anywhere LLC
Charge Card Systems
Comerica Bank
CrossCheck Inc. ..
Cynergy Data .
Datalink

E-Chex

Electronic Payment Systems
Electronic Payments, Inc. .....
Electronic Transactions Association
eProcessing Network
eProfit inc........c.........
EVO Merchant Services
Fastback.biz .......cccoco.c..

First American Payment Systems ..
First Data (MD) .....c..ccveene..
General Credit Forms........
Global Electronic Technology
Global eTelecom, Inc..
GlobalTech Leasing ..........
Humboldt Merchant Services
Hypercom Corporation......
Imax Bancard .
Ingenico
Innovative Merchant Solutions
Integrated Leasing Corporation.
Integrity Payment Systems.....
IntelliPay ........cocovremnnee
IRN/Partner America .
JR's POS Depot ..
Lipman USA ...
Merchant Management Systems
Merchant Processing, Inc...........
Money Tree Merchant Services .
MP2 Solutions
MSI NJ

MSI NJ 1-800-Bankeard .........

National Association of Payment Professionals
Nations Transaction Services
Nationwide Payment Solutions ...
NetBank Payment Systems ...
Nexus ATM ........cccovevnnne

Online Data Corporation ..
Optimal Payments Inc. .............
Paymerica
Paypointusa.....

Pipeline Data Processing
Plug & Pay, InC. ..o
Red Check Investments
Reliant Processing Services
Retriever Payment Systems
Secure Payment Systems....
Signature Card Services
TASQ Technology...
Terminals Direct .....
The Phoenix Group ...
Total Merchant Services
Touch-N-Buy ...
Trustwave .......
U.S. Merchant System:
United Bank Card Inc. ..
United Merchant Services ..
USA ePay ...
VeriFone .....
Vital Merchant Services .
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Throngh the vears, we've built an outstanding
operation centered on superior service.
Our knowledgeable, mult-lingual call center is
available 1o assist merchants 247, and oor
experienced Client Services team provides first-cliss
support 1o our valued 150s and agents. We also offer
flexible sales programs, 24-hour merchant approval
and on-time monthly residuals. Our proven
experience in the industry can work for vou.

Come and join the celebration at First American.

First American’s comprehensive in-house
product line includes:

m CredivDebivERT

m Secur-Chex Check Guaraniee

m Secur-Chex Electronic Check Conversion

® Merimuc Capital Leasing

m FirstView Online Reporting

m  FirstPay.Net Internet Solutions

m ATM Sales & Plucements

FIRST AMERICAN
— PAYMENIT SYSTEMS

Yanir Sanrce for Ouality Payment Solutions




NOBODY'’S FASTER!

MNow you can get your merchants boarded and downloaded within 5 minutes!

"ELAP has eliminated the when issue in terminal reprograms. With 5 minute downloads it is no longer
o question of how long until | can get my builds done for my new signups. ELAP has helped me sign
and reprogram merchants in the some day. That is unheard of." - Jeff, NAB IS0 PARTNER

Mothing compares to the power of North American iy

Bancard’s new online merchant application entry system. * Applications can be boarded and
ELAP allows you to enter the merchant information, set downloaded in minutes!

the pricing, determine the equipment you would like . e a -
deployed or reprogrammed, and submit the application, * Track your submissions in real time!

all from a link on our online agent info center. * Make the sales process a one call close.

Once the application has been submitted, the download .TEkE i .E pplll’T‘H tfun 3:1:.1 complete
will be built and emailed to you within minutes, the installation within 5 minutes.
equipment will be prepared for deployment, and the

merchant will be boarded and ready for processing.

PR B
It's so easy! Now you can get your accounts up and Nﬂrt I -
ready to process within one hour of submission. %ﬂgjﬂg

To find out more visit www.GONAB.com or call: 1-888-229-5229
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We take orders'

(supply orders, that is)

i Moy Lok s %

Huw Serving:

» An extensive, just-in-time inventory
* A full-service merchant supply desk
* Fast and courteous service
» Cost-effective pricing
» Simple billing
« Easy order tracking
* Prompt order fulfillment and delivery

Let TASQ take your
customer supply orders and
share the revenue with you.

We’ll provide the service
and give you the tip!

r—-uAS. (800) 827-8297
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Life pust got a whole lot easier with the new
19-key T7 Plus from Hypercom®, Certified and
availabie to g anywhere it 5 needed and nch
with revenue-generaling apphications. All at
affordable prices. Make the easy choice and
ask for Hypercom. Everyone else does!

<__HYPERCOM ?

For mosn mdpnmatan abodit 1P 170 please phane
1877107 PLLS (EHT- 7587 o o to weea hyparoom.oom
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