Unfair or Deceptive Acts or Practices (UDAP) Meeting with Members of Public

July 8, 2008

OTS staff met with representatives of VISA and Morrison & Foerster to discuss the debit
hold provision in the May 19, 2008 proposed UDAP rule. VISA discussed how debit
holds operate as well as a VISA change to begin October 2008 allowing real time
clearing of transactions at automated fuel dispensers such as gas station pumps. VISA

explained how this change will mitigate the problem of debit holds and provide other
customer and merchant benefits.

In attendance for OTS: April Breslaw, Suzanne McQueen, and Richard Bennett
In attendance for VISA: Brian Hamilton, Mark MacCarthy
In attendance for Morrison & Foerster: Oliver Ireland
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news release 

Visa to Help Ease Pain at the Pump

Lower Interchange Rates and Processing Changes Can Make Buying 
Gas Easier for Consumers and Benefit Gas Stations 

San Francisco – June 26, 2008 – Visa Inc. (NYSE: V) today announced that it is implementing processing and rate changes that will result in benefits for American consumers and fuel merchants frustrated by rising prices at the pump.  Visa’s new processing approach for fuel transactions will enable consumers to buy gas more easily and allow motorists and station owners to better avoid the risks and inconveniences associated with pump limits and holds on funds.  Visa also will reduce interchange rates for fuel transactions, which can lower costs for oil companies and service stations and can be passed onto consumers at the pump.


“While Visa cannot lower the price of crude oil, there are things we can do to help make the process of buying gas easier for our cardholders.  And by lowering our rates, we hope to see oil companies pass these savings along to their stations and ultimately to consumers,” said Bill Sheedy, global head of corporate strategy and business development for Visa Inc.  “As oil prices rapidly rise to unprecedented levels, we are accelerating our ongoing efforts to address the issues in the fuel segment.”  


The new programs come amid a nearly 100 percent jump in the price of crude oil in the past year, which has driven gas prices in the U.S. from an average of $2.98 a gallon in June 2007 to $4.07 in June 2008
.  In this extraordinary environment, Visa’s combination of fuel-payment changes can provide consumers with increased purchasing power at the pump and offer fuel merchants opportunities to improve their business operations.

Visa is restructuring consumer interchange for transactions at automated fuel dispensers and service stations in the United States, effectively lowering interchange rates.  Interchange for Visa consumer debit cards (Visa Check Card and Visa prepaid) will be capped at $0.95 per transaction.  This change will become effective July 18, 2008.  Visa credit interchange applied to fuel transactions has been restructured into a single, lower rate across all consumer credit card transactions.  This adjustment will take effect system-wide for all fuel transactions in October 2008.  In the meantime, Visa is willing to work with fuel merchants and their acquirers individually to process credit transactions at these lower rates, ahead of October.


“Even though Visa’s interchange rates on fuel transactions are already among the lowest in our system, the run-up in fuel prices to today’s unprecedented levels requires an exceptional response,” said Sheedy.

As an example, under the new rates, if a motorist uses a Visa Signature credit card to fill a 15-gallon tank at $4 a gallon – or $60 total – the acquiring institution generally would pay $0.94 in interchange fees, a savings of 14 percent over current rates.  Using a debit card, that same transaction could be cleared within hours, quickly removing the $60 hold that is often placed on a consumer’s funds for one or two days in the current system.  For higher transaction amounts, these interchange adjustments have an even greater impact.  For a $120 consumer transaction, the level of interchange for the same Visa Signature transaction would be $1.63, for a 43 percent savings.  With the cap on Visa Check Card interchange, an acquirer would see a reduction of 59 percent on fuel transactions.


“People are frustrated enough with the price of gas today; they shouldn’t be frustrated with the payment process as well,” said Sheedy.  “We took an entirely new approach to processing fuel payments, and created a solution that removes many of the major barriers that consumers and station owners face today at the pump.” 


This fall, Visa will implement Real-Time Clearing, which represents a fundamental change and significant improvement in how fuel transactions are processed.  With Real-Time Clearing, transactions will be processed immediately instead of at the end of the day. This can significantly reduce the hold times that financial institutions place on cardholders’ accounts.  Gas stations will send a final transaction amount within hours – if not minutes – of a cardholder’s purchase. Current fuel-payment processing can take up to two days or more.  

Real-Time Clearing also provides merchants and acquirers with more control over their acceptance processes, allowing them to make better authorization decisions.  This can help drive increased sales for stations because it reduces the number of consumers that encounter a shut-off before their tanks are full.  Consumers benefit by being able to pump more gas in a single transaction before hitting authorization limits.  Real-Time Clearing can also qualify a station’s transactions for better interchange rates at higher ticket amounts, which can lower station owners’ costs. 


Until the new processing changes are implemented in Visa’s October systems upgrade, Visa is allowing consumer fuel transactions up to $125 to qualify for its best-available interchange rates. This interim step is effective July 18, 2008 and will remain in place through October 2009.  Once gas stations and their financial institutions migrate to Real-Time Clearing, consumer fuel transactions up to $500 can qualify for Visa’s best available interchange rates. 

About Visa


Visa operates the world's largest retail electronic payments network providing processing services and payment product platforms. This includes consumer credit, debit, prepaid and commercial payments, which are offered under the Visa, Visa Electron, Interlink and PLUS brands. Visa enjoys unsurpassed acceptance around the world and Visa/PLUS is one of the world's largest global ATM networks, offering cash access in local currency in more than 170 countries. For more information, visit www.corporate.visa.com.

# # #


Media Contact: Ted Carr, Visa Inc., Tel: +1-415-932-2370, tcarr@visa.com

� U.S. Energy Information Administration (www.eia.doe.gov) 







PAGE  




VISA

Visa Inc. Fact Sheet:
Visa Acceptance for Fuel Transactions

Visa cards provide tremendous value and many tangible benefits to gas stations by
enabling them to save labor costs by employing fewer attendants; reduce
opportunities for theft; speed transaction times and serve more customers; and
maximize the amount of fuel that customers can pump in one visit.

Visa has led development of payment technologies that meet the needs of gas
stations for more than two decades. In 1982, the automated fuel dispenser (AFD)
was introduced, and consumers began to enjoy the speed and convenience of
paying at the pump. Today, AFDs have become the number one payment option for
motorists. From 1993 to 2007, the percentage of fuel sales using AFD increased
from 8 percent to 69 percent of all purchases, according to Visa research.

Beginning in 1992, Visa worked to refine AFD to reduce fraud, developing Custom
Payment Services (CPS) AFD Requirements. This led to the original $50 limit to
reduce merchant fraud exposure. CPS also accommodated unattended AFD devices
by requiring a $1 Status Check authorization to validate the card, enabling risk
monitoring of transaction activity.

In 2001, Visa began offering its best-available interchange rates for AFD transactions
up to $75. As gas prices have steadily increased over the years, the number of Visa
fuel transactions equal to or above $75 has risen to represent almost 5 percent of
total fuel transactions. Gas stations are welcome to offer discounts to consumers
who pay with cash or use their debit card with a personal identification number (PIN).

The most recent anti-fraud addition to AFD was the introduction of AVS (ZIP code)
verification, in 2007, which has become a widely adopted security measure at the

pump.

In April 2008, the limit on transactions receiving chargeback protection was raised to
$75.

Visa allows all merchants to offer discounts to cardholders who pay with cash or PIN
debit, including for transactions at gas stations.

HHH





VISA

Visa Inc. Fact Sheet:
Interchange and Fuel Purchases

¢ Interchange is the transfer rate exchanged between the merchant’s and cardholder’s
financial institutions each time a Visa payment product is used. Its primary role is to
create the right balance of incentives between cardholders’ financial institutions —
which promote and issue Visa cards to consumers — and merchants’ financial
institutions — which enroll and process Visa transactions for merchants.

¢ Interchange powers the payments system, which enables financial institutions to
connect to merchants and cardholders all around the globe. It assures that financial
institutions invest in the Visa system and the benefits that all cardholders enjoy —
from protection against fraud to car rental insurance to airline miles to 24/7 customer
service.

¢ Interchange is set in response to dynamic and highly competitive market forces and
strikes the right economic balance between participants in the payment network.
Among other things, it varies by the type of merchant, cost of the sale, payment
product type, processing technology the merchant uses and region or country. For
example, transactions at fuel merchants, quick service restaurants and car rental
agencies each possess unique attributes that require different interchange
categories and processing strategies. Similarly, the type of payment product used
(e.g., credit or debit) and how that product is used (e.g., face-to-face or over the
Internet) affect the interchange rate and processing requirements.

¢ Visa does not set the price of electronic payments for retailers. Retailers, such as
gas stations, pay what is called a Merchant Discount, which is their cost of accepting
card payments from their customers. They pay this amount to their own financial
institution, known as a merchant bank or merchant acquirer.

e Large oil companies often negotiate their merchant discount rate with their financial
institution directly and then impose those rates on their franchised stations. In many
cases, the rates given to these stations are actually marked up by the oil companies.
These rates are never set by Visa.

¢ Since 2006, Visa has made its interchange rates — including those applicable to fuel
purchases — publicly available on its website, www.visa.com.

¢ Visa recently made its International and Regional Operating Regulations publicly
available to interested parties, including all Visa rules related to retailers’ participation
in the system. Available at www.corporate.visa.com, the Operating Regulations are
the set of rules which govern the participation of issuing and acquiring financial
institutions in the Visa system.
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VISA

Visa Inc. Fact Sheet:
Real-Time Clearing for Fuel Merchants

To ensure paying at the pump remains fast, affordable and convenient, Visa has created
its real-time clearing program for fuel purchases, which will be introduced in the U.S. by
October 2008. This approach effectively addresses several core issues faced by
consumer and station owners in the fuel segment:

Issue

RTC Solution

Consumers encounter holds on their
funds for up to two days after pumping
gas.

With real-time clearing, transactions
will be processed immediately instead
of at the end of the day. This will
significantly reduce the hold times that
financial institutions place on their
cardholders’ accounts.

Consumers will receive more accurate
balance information — often within
hours of the purchase

Gas merchants have customers who
want to pump more gas than current
shut-off limits allow.

Real-time clearing provides merchants
with the flexibility to authorize
transaction amounts at levels more in
line with their particular market
segment.

Real-time clearing will greatly reduce
the number of consumers who
encounter a shut-off before their tanks
are full, possibly resulting in
incremental sales increases for gas
stations.

Gas stations are struggling with rising
fuel prices and lower profits

Real-time clearing can qualify stations
for better interchange rates at higher
tickets

Gas stations frustrated with more than
one type of payment processing
system.

The real-time clearing process is the
same whether the transaction is
completed inside the gas station or at
the pump.






