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Welcome o the world of
MusterCard’. You are part of a pres-
tigious, dynamc organizaton that
provides valuable products and ser-
vices 1o members, merchanis and
cardholders worldwide.

This bookler 1« designed to give you
an overview of MasierCard
International Incorporated and the
global bunkcaurd industry. Terms that
may be new to vou huve been high-
lighted and arc described in the
Glossary section.

MusterCard 1s 2 worldwide payment
services franchise comprised of
29,000 member institutions. We do
not sssue cards, set card fees or
deicrmune Annual Percentage
Rates (APRs). We do not solicit
merchants 10 accept the card or set
their discount rates. These are the
exclusive domains of our members.

Our role 15 threefold:

We are the managers of the
MasierCurd brand. Like a franchise.
we credte umbrella marketing pro-
grams to suppon the brand: we
Jevclop new products and services:
and we set und enforce policy and
-ules surreunding use of the brand.
The MasterCurd brand 15 a promise
of quality. and the mark associated
vith our brund — the interlocking
cercles — is the visual symbol of
that promise. MasterCard is the
most powertul financiul services

brand n the United States and one
of the top 100 brands worldwide.
according to the 1990/Landor
ImugePower™ Survey. Qur mussion
is to make MusterCard the world™s
best consumer puyment services
franchise. We will do this by deliv-
ering more value to cardholders and
merchanis in partnership with our
members.

Our second Tunction is o establish
standards and procedures under
which acceptance and settlement of
MasterCard transactions are con-
ducted between MusterCard and its
membcers on a global basis.

Our third tunction is 1o provide a
comntunications network for our
mcmbers. fucilitating the elecironic
autharization of debit and credii
card transactions. and the subse-
quent clearing and settlement that
takes place between them. Member
committces help 1o set the rules;
MusterCard Internatronal provides
the means, We alse monitor compli-
ance of members with the rules of
interchange. [n conjunction with
local and federal authorities, we
monitor and combat the fraudulent
use of MasterCard products. In fact,
we pride ourselves on being leaders
in the ureas of security and fraud
prevention and control.

We hope you’ll read this booklet
carefully and then sive it as a handy
refercnce.

NOLLONAOAULNI
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THE HISTORY OF MASTERCARD

To understand who we dre. you
need 1o know how we began, [n the
Late 9405, o number of US. banks
started issuing ther customers serip
that could be used ke cush in local
shops. The Frankhin National Bank
{New Yorkt — now EAB (European
Anmerican Banky — tormalized the
practice by introducing the first
modern credi card in 1951

Catifornig-based Bank of America
introduced the Bank Americard
(now Visarin 1960 and exiended
the idea throughout the United
States by frunchising a single bunk
in cach major city as its local atfili-
ate. The athiliates were responsible
for signing contracts with merchanis
to accepl cards as pavment, as well
as enrolling cardholders in their
respective arcas.

AL this time, a group of enterprising
U.S. bankers who were not “tran-
chises™ of Bank Amcericard decided
1o band ogcther and creale a net-
work of their own, accepting one
another’s locat credit cards. On
August {6, 1966, the group formed
an ussociglion — the Interbank
Card Association (ICA) 10
manage the interchange functions of
authorizanon, clearing and sctile-
ment. Tawdennty [CA members and
aceepting merchants, they created
the 1" symbol, which was placed
on dl cards and ar merchant loca-
fons.

Unlike Bank Americard, 1CA was
not dominated by a single bunk. but
rather was poverned by a consensus
of ity member banks. Committees,
hacked up by stafl, were established
to govern and run the association. In
addition 1o ostablishing the rules tor
authonzanon, clearmg and settle-
ment, JCA 1ok onmarketing., secu-
rity and legad functions 1o protect
the association brand mark.

ICA cotered the international mar-
ket In 196X Tormung ulliances firsy

it Mexico with Banco Nacional de
México (Banamex ) and soon after
n continental Europe with Eurocard
intermational. The first Japanese
members ulso poined the association
in 1968,

In 1969, [CA acquired the exclusive
rights 10 the Master Charge ™ nume
and the interlocking cireles design
for its members. Master Charge abso
sipned s first Canadian member.
The Bank of Montreal.

In 1973, computerization came 1o
Master Charge with the develop-
ment of INAS, designed as a central
star-hke hub to connect clectroni-
cally the acquirer, or acguiring
member, 1o the issuer, or issuing
member. by computer. This
replaced the need for the acquirer
and the issuer to communicate by
telephone tor authorizations, By
1974, the magnetic stripe was stan-
durdized internationally on cards.
Also i ihat year., Access Lad
became Master Charge's first mem-
ber in the United Kingdom,

In 1975, Master Charge signed its
first member on the Atrican conti-
nent, Standard Chartered Bank of
South Atrica, and INET was imple
mented, providing the electronic
cxchange ol clearing sad settiement
ol 'mlcrch.mgc ansaUtions antong
members, INET replaced the actual
matling of charge slips among
members by automating the clearing
and setttement of those ships.

In 1979, the namwe and trademark
were changed from Master Charge
o MasterCard 1o reflect the assoctis-
non s expansion beyond charge card
services. The tirst Ausiralian iems-
ber also jomed the assocrtion.

The 1980 continued MasierCard s
drive to excel and expand through
the development of new praducts
and services. In 1981, MasterCard
Travelers Cheques’ were mtro-
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duced, and i the United Swuates we
pioncered market secgmentation with
the introduction of the Gold
MasterCard Card — wimed ot
more upscile consumers. Two years
Liter. MasterCard way the first in the
industry 1o introduce the Laser holo-
gram on s card as an anticounicr-
fening fenure. The Emergency
Card Replacement {ECR) pro-
gram was also mstruted as an
optional service that year.

In 1984, MasterCurd launched
Banknet'. our global packel-
switching network, which enables
9.1 miltion card acceprance locu-
nons worldwide to authorize
MasterCard rransactions. At this
ume. INET was incorporaied into
the Bankner system and INAS was
adupted on the sysiem 1o transmat
authorizations peer-to-peer (PTP).
or member to niember. Also In
1984. MAPP* (MasterCard
Automated Point-of-Sale
Programj became fully operational
in the United Staes. and. with plans
for global expansion. it is now the
industry s fastest growing authoriza-
“ion system in the United Siates.

New programs und services contin-
Jed o expand. In I9KS, following
“he success of affinny cards in
tapan. the Card Program
Development Group (formerly

D Plus ") was created. and
MasterCard again introduced a
wvorldwade industry “first” with the
MasterCard BusinessCard ™ Card.
In that same year. MasterCard led
the bankcard industry s anticounter-
Iciting and antifravd efforts by mak-
ing the hologram mandatory on afl
MasterCard cards worldwide, In
1986. thc MasterAssist' Family of
Services was develuped as optiondd
anhancements on U.S.-issued Gold
MasterCard curds. and the first
MasterCard oftice in the
Asig/Pacific region was opened in
dong Kong. In the following year,

MausierCurd became the first pay-
ment card issucd in the People’s
Republic of China. and internanonal
cndpomnts Tor Banknet were
instadled. offering members around
the world the tull range of Bunknct
seevices. Alsoan 1987, the Latin
America regionul oflice was opened
in Miami.

In 198K, MasterCard acquired
CIRRUS . the world's larpest
automated teller machine (ATM)
network. MasterCom ™ was
developed o electronically send
images of sales slips between
banks: and MasterDebit — now
MasterCard Debit™ — wus intro-
duced in the United States. In
addition. MasterCard purchased

15 percent of Eurocard
International. The 20 millionth
MuasterCard card also was issued
in the Asta/Pacific region. and the
first MasterCard card was issued
tn 1he Soviet U'nion. Also in 1988,
MasterAssist and MasterPurchase
were mtroduced on all U S-issued
Gold MasterCard cards. while the
ECR program was mandated world-
widc.

In the tollowing yeur. the
MasierCard ATM Network was
launched. and MasterCard per-
formed local settlement in
Venczuela — the first time
MasterCurd handled the Tunction
ourside of the Untted States. In
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addition, the first regional board
was created in Latin America; the
Asia/Pacific Task Force was
formed; and we began offering the
MasterCard Card Processing
Service (MCCPS) 1o members out-
side of the United States to help
them start card issuing and acquir-

ing programs quickly, at low cost,
using a microcomputer.

Our growth continued in 1990 as we
launched our new red and yeliow
mark and served as the Official
Card of the 1990 World Cup, capi-
talizing on the most watched sports
event in the world to build brand
awareness worldwide. In addition,
CIRRUS combined with the
MasterCard ATM Network to
become the MasterCard/
CIRRUS ATM Network, the
largest ATM network in the world
with cash access for MasterCard
cardholders at over 50,000 locations
around the world.

Also in 1990, MasterCom became
a global service; an optional
MasterAssist package was offered
in the Asia/Pacific region for the
first time, Master RoadAssist®
was added to the U.S. MasterAssist
Family of Services; and
MasterPurchase was offered on

all U.S -issued MasterCard
BusinessCard cards. In that same
year, Banknet began handling local
currency transactions in India and
MasterCard announced plans to
launch a global on-line debit

program in 1991.

In March 1991, MasterCard
launched Project Omni, a five-
year, US $65-million series of sys-
tems enhancements for Banknet,
and announced its sponsorship of
the 1994 World Cup, which
includes sponsorship of 269 soccer
matches between 1991 and 1994.

HOW THE CARD EVOLVED —
As the association has grown and
expanded, the card's design has
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reflected those changes. Initially,
members simply placed the “i"
symbol on the cards that they
issued. Their own logos were the
most prominent symbols on the
card. While this emphasized indi-
vidual banks, it did not create the
sense of a network.
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The introduction of Master Charge
in 1969 brought with it a single
image to identify the brand. Use of
the Master Charge logo on the full
face of the card became mandatory
in 1970.

A decade of unprecedented growth
followed, and Master Charge
cvolved into MasterCard in 1979,
reflecting the growing spectrum
of card-related services. With the
brand mark well established, the
association also decided that card
issuers could use 25 percent of

the card face for their own
identification.
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assoctation. muanual savings bank or
similar insutution. Specihic rules
and limmaniens for membership are
determined on i country -by-country
buasis, since bunking struclures vary
around the world.

There are currently three calegories
of membership;

PRINCIPAL MEMBER
An institution that 1v a drect partici-
pant in the interchange system

ASSOCIATION MEMBER

A member that s controlied by. and
formed 10 service. one or more
financial instiutions. and that pro-
cosses credit card transactions on
behall of the group.

AFFILIATE MEMBER

A financial institunion that partici-
pates mdircetly in mterchange via a
principal or association member.

For a complete kst of our principal
members. consult the Member
Information Manual (MIM),
which is circulated monthly to each
MasterCard department and to the
membership.

MASTERCARD ORGANIZATIONAL
STRUCTURE —

Internally. MasterCard is segmented
into a number of groups and depan-
ments that carry out the activities of
the company:

The Office of the President oversees
all staff activnies. ensuring that the
association follows the direction of
its members. These acuvities
mclude legal. planning. franchise
management. electronic services
and financial functions.

The Worldwide Plunning and
Development Group provides
stratepic planning, marketing and
advertising support, and informa-
tion services a1 a plobal Tevel 1o all
MusterCard regions.

Franchise Management is responsi-
ble tor managing the MasterCard
franchise in order 1o protect and
build the value of the MusterCard
trademirk and brand worldwide,
and w cstublish membcership stan-
dards ot pertormance. This includes
1he licensing of new members,

The Electronic Services Group bhan-
dles the iechnical operations of
MasterCard International. The group
manages Banknet. INAS, INET,
MasterCom. MAPP, Remittance
Processing Service (RPS), Project
Omni, Voice Authorization
Service, and other technical prod-
ucts and services. The group also
includes Electronic Services
Business Management (ESBM).
which oversees the association’s
rules and policy. covering all inter-
change activities between members.
ESBM also supervises the Issuers
Clearinghouse Service (ICS). risk
management. security and fraud
control. and the Warning Bulletin
(WB) and Restricted Card List
(RCL), among other areas.

The Asia/Pacific region is headed

by 4 regional president. who is

based in Singapore. The regional
headquarters, which was established

in 1990, oversees the activities of

four regional branch oftices localed

in Tokyo. Hong Kong. Singapore

and Sydney. Each branch office is
handled by a general manager and
provides member support services

in the markets assigned. In addition.

the region maintains a representa- i
tive office in Beijing and retains a d
local consultant in New Delhi.

{
The Canada, Europe. Latin America |
and Middie East/Africa regions are
beaded up by the exccutive vice
president of International and are
supcrvised on a regional level by
senior MasterCard staff. The
MasterCard office in Miami over-
secs Latin America, while the
Toronto office manages Canadu.
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'The offices in the United Kingdom
and Paris act as liaison offices with
our European partner, Eurocard
International. The Paris office also
serves as the regional headquarters
for the Middle East/Africa region.

The U.S. region is headed by a pres-
ident who manages the regional
headguarters in New York, as well
as four regional offices in New
York, San Francisco, Chicage and
Atlanta. The region is in the process
of integrating all U.S. activities,
including: marketing, member rela-
tions, merchant relations, and prod-
uct quality and development for all
MasterCard card products in the
United States. In addition, the
region is responsible for a

number of activities which it man-
ages on behalf of other regions,
including: the externai and internal
communications for the company:
the development of enhancements
1o our products and services world-
wide; and the supervision of brand
identity and affinity and co-branded
card programs worldwide.

The MasterCard Travelers Cheque
division is responsible for global
brand management and promotion
of MasterCard Travelers Cheques.
Under a 1991 accord, Thomas Cook
administers travelers cheque
refunds, processing and certain
sales programs. The agreement
between MasterCard and Thomas
Cook integrates the travelers cheque
activities of the two organizations.
It also offers MasterCard cardhold-
ers travel assistance and emergency
card services throughout Thomas
Cook’s 120-nation, 1,600-office
network.

Debit Card Services provides a
liaison with CIRRUS System, Inc.,
a wholly-owned subsidiary of
MasterCard International. The
group also administers the
MasterCard/CIRRUS ATM

Network, and offers the MasterCard
Debit programs to U.S. members.

Human Resources handles internal
employee training and benefits, and
oversees MasterCard University, an
education/training program
designed to help keep members and
employees worldwide informed
about MasterCard and the industry
so they can operate effectively and
efficiently.

REVENUE SOURCES —

As a not-for-profit association of
members, MasterCard's resources
directly support the success of its
products and services. The most
significant percentage of
MasterCard’s income is from
assessments on members for use of
the MasterCard mark. The assess-
ments, which are reviewed and set
annually, vary from region to
region, and are based on each
issuer’s and acquirer’s volume of
MasterCard sales. Therefore, the
more cardholders use their
MasterCard cards, the more revenue
there is to promote and protect
MasterCard products and services.

Most of the remaining income is
from operational service fees.
These fees are charged on a per-
transaction basis for services,
including authorization, settlement
and the listing of revoked cards in
the Warning Bulletin or Restricted
Card List.
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Optional sccurity features
MasterCand has developed optional
securty features 10 help prevem
cards fronn being (riodulently
altered in the embossing and the
magnvtic stripe areas. including o
uniguely erthossed securiny chariec-
ter. 1w vard vahdation codes and
indent printing of the account
number. Members who use alf ol
these Teatures together are offered
addinonal msurance coverage
AEainst magnetic stripe fraud.

HOW BANKCARDS WORK —

The processes of authorization.
clearing and setilement mvolve the
cardholder and the merchant. as
well as their respective issuers and
acyuirers. Thanks to Banknet. one
ol the world's Targest and most
saphrsticuted packet-switching svs-
wims hundling electronic anhoriza-
von and sertlement. the
authonzation of interndlional trans-
actions Lkes only a few seconds, In
addition. Banknet handles loca!
currency sertlement in india.
Indonesia. Maluysia. the United
Stitex and Venczuela. There iva
high level of relisbility an the sys-
tem. und. in fact. Banknet experi-
ences virtually 4 99.999 percent
uptime.

THE PROCESS —

So how does 1t all work” A card-
holder presents the card to g mer-
chant at the pomnt of sale. Upon
presentation of the card. the mer-
chant is required 1o ensure that the
cardholder’s account is in good
stunding. This is accomplished with
an authorization or through the use
ol cuther the Restricted Card List or
the published Warning Bulletin,
which provides merchants with
updared lists of cards that have
been lost. stolen or abused.

Each calegory of merchant is assign-
xdaspecitic floor limit, which is a
sransacnon amount above which
authorization by the issuer must be

obrancd. Floor fimits and merchant
categores vary from couniry o
country 1, at the time the card is
presented. the purchase amount is
under the tloor Hmat, the merchant
must chevk the expiration date on
the card and the Warning Bulletin o
confirm that the account is not
listed. Bt s nen hisied. the transae-
ton is considered approved. I a
transaction is over the Hoor Hinmat
and the merchant is off-line and
docsn'y have a POS terminal. the
authorization can be made by phone
10 a voice cenler at the merchant
hunk connected to Banknet. N
necessary. the athorvszation can be
made by telex.

It the ransaction is over the Toor
limyit and the merchant is on-line to
s merchant bank and wihzes a
POS terminal (usually merchanis
with POS devices have a zero floor
limit). the merchant swipes the
card’s magnetic stripe through he
termiinal and keys in the purchase
amount. The merchant — or
Banknct — will then contact the
issuer for an authorization. The
authorization transaction (including
account number. expiration daie
and amount from the POS 1erminal)
ts routed to the acquiring member's
compuier system or directly into
Banknet The first few digits ol the
account number — the BIN —
identify the issuer, and Banknet
routes the authorization requesft
10 the issuer tor approval. The issu-
img member cheeks the card num-
ber and amount with 118 records,
verifies the available credit or
spending line. performs some
seeurity checks 10 guard against
possible fraud or illegal use ol the
curd. and sends back a response
(approval. denial. cte )y number to
the merchant. The whole process
takes about 2.5 seconds from the
time the merchant connects into
Banknet until the authorization
response is reeeived.
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If, for some reason, the authoriza-
tion request cannot reach the issu-
ing member, the request will be
sent to the stand-in processor at
the MasterCard central site in St.
Louis, which maintains negative .
files. These altemate facilities
“stand in" for the member, approve
or decline the authorization under
preassigned issuer parameters, and
then transmit a record of the trans-
action to the member when its pro-
cessor is available. If the issuer and
the acquirer are one and the same,
the transaction is considered an
on-us transaction. It is not neces-
sary for these transactions to be
routed to Banknet.

Once the transaction is authorized,
the cardholder signs the sales slip
(which represents a promise to pay
at a later date) and takes the mer-
chandise. This represents the end of
the authorization process and marks
the beginning of the clearing and
settlement process.

CLEARING AND SETTLEMENT —
The second major function carried
out over the Banknet telecommuni-
cations network is to clear and
settle all international and local
MasterCard transactions that are
not on-us. Millions of transactions,
involving hundreds of millions

of dollars, are cleared and settled
each day. In the clearing process, a
merchant deposits its sales slips,
either manually or electronically,
with the acquiring member. INET
sorts the batches of transactions by
issuer, nets debits and credits, and
advises the issuers and acquirers of
their daily financial position.

In the settiement process,
MasterCard notifies its settlement
bank to transfer funds to those
members in a credit position and
notifies members in a debit position
1o transfer funds into MasterCard's
settlement account. MasterCard
also sends an electronic record of

every transaction to the issuers
through INET for cardholders’
accounts. This system of credit
authorization and funds settlement
is carried out regardless of member
and merchant location. Since every
member does not have a direct con-
nection to Banknet, some members
mail tapes/diskettes directly to
MasterCard or send them by PC file
transfer. Other members use a

third-party processor to interface
with Banknet.

BANKNET —

When members communicate with
each other over Banknet, the types
of communication are usually
authorization and clearing and
scttlement. Unlike other systerns
that require all data to pass through
a central point, Banknet is like a
superhighway system that offers
several ways for information to
arrive at any given destination.
Data enters the highway through
computers called MasterCard
Interface Processors (MIPs) that
can send and receive messages to
and from the network 24 hours a
day, scven days a week. A MIP,
located at a MasterCard member
institution or its agent, can be dedi-
cated exclusively to one member or
shared by several. MIPs are joined
to Banknet through telecommunica-
tions centers called nodes or
switching centers. There are cur-
rently 13 nodes around the world,
and each node is like an intersec-
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and focal levels in countries around
the world. fumishing assistance n
major investigations. The Asia/
Puctfic Task Force, a commatiee of
members. was formed 1o combat
traud originating in the Asia/Pactlic
region. The commitlee maintains
strong liaisons with European mem-
bers who are ofien the recipients

of these fraudulent transactions.
Our internal Counterfeit Reduction
Task Force also helps 10 combat
counterteit fraud on a worldwide
basis.

By having our members submit data
on fraud. MasterCard security per-
sonnel are able to analyze the 1ypes
of fraud thai are predominant and
then develop programs to combat
them. Worldwide. First Alert, the
Merchant Audit Program und the
Merchant Tracking Program are
three of these progrums. On a
weekly busis, First Alen provides
an carly warming 10 members by
idenntying trunsactions on iiccounts
listed on the authonzation file for
credit or Truud reasons. The
Mecrchant Audit Program assesses
each merchunt's fraud-to-sales ratio,
whilc the Merchant Tracking
Program prevents the migration of
fraud from acquirer 10 scquirer. This
program requires any addinonal or

new acquirers ot a violator mer-
chant to ternunate the agreement or
accept chargebacks for the remain-
der of the designaied chargebuck
period, in addition to implementing
a MasterCard-upproved fruud
control program.

Members in the U.S. region

also participaie in the Issuers
Ciearinghouse Service (JCS) and
the Address Verification Service
(AVS). ICS runs all new card appli-
cations through a data base to detect
possible fraudulent or high-risk
applications. AVS is mandatory for
U.S. members. It was developed to
prevent mail- and telephonc-order
fraud, and allows merchanis o con-
firm the address of a cardholder
betore the transaction is approved.
These services are also supported by
Banknet.

MERCHANT ACCEPTANCE —
Another fundamental part of
MasterCard is merchant acceptince.
As mentioned in the Introduction,
MasterCard merchants are signed
up by the members, who establish
and maintain ransaction processing
retationships with merchants. In
rccent years, the acceptance busi-
ness has scen the growth of third-
party processors and member
service providers (MSPs), who
maintain relationships with mem-
bers. While the member maintiins
the deposit relstionships and the
responsibility for the proper conduct
of its MasterCard programs. the
MSPs may be assigned responsibil-
ity for such things as the signing of
new merchants or the processing of
merchant trunsactions.

With the introduction of s new
mark, MasterCard embarked on an
ambitious worldwide redecaling
program. ensuring thal merchums
around the world display the new
red and yellow MasterCard mark.
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Ir the United States, MasterCard
irterfaces and maintains relation-
ships with our acquiring members
through the U.S. Merchant
Advisory Council. The council
raeets three times a year and is
comprised of senior executives
irom MasterCard and 15 of its
acquiring members. These meetings
give MasterCard an opportunity

lo inform its members of its plans
in the acceptance area, and allow
the members to inform MasterCard
of issues or problems in the
marketplace.

Through the U.S. Acceptance
Business Group, MasterCard also
works closely with members and
their merchants to improve, pro-
mote and expand the value of
MasterCard acceplance at the point
of sale. To accomplish this, the
group is involved in a number of
programs designed to enhance the
value of the MasterCard brand for
merchants, members and consumers.

To influence the acceptance of
MasterCard at a greater level and
increase usage in the United States,
MasterCard has targeted supermar-
kets and catalogs as areas with sig-
nificant growth potential. Major
joint marketing programs, aimed at
generating increased sales made on
MasterCard cards, have been imple-
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mented to make MasterCard the
card of choice for supermarket and
catalog merchants and customers.

MasterCard’s Quick Payment
Service (QPS) helps members
expand their merchant base while
improving and expanding accep-
tance of MasterCard in new mer-
chant outlets. The program is
MasterCard’s response to members’
and consumers’ desire 1o cxpand
the utility of MasterCard products
to traditionally cash-only busi-
nesses such as fast food restaurants,
movie theaters and parking lots.
The service facilitates the entrance
of participating U.S. MasterCard
members into small-ticket outlets,
which normally handle a high vol-
ume of sales that previously were
not suitable as bankcard purchases.

SERVICE QUALITY —

In all of its efforts, MasterCard
focuses on providing service qual-
ity and value for members, mer-
chants and cardholders. A special
service quality initiative to reduce
the number of call-me transactions
at the point of sale is currently .
underway. New products and ser-
vices are added to meet changing
demands, and the ECR program has
been expanded, making il cven eas-
ier for cardholders to replace lost or
stolen cards.
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The Japan-bused JCB card. a
bankcard warected an the T&E mar-
ket. competes directly wath the
Amernican Express card. In 1990,
JCB had 17 million cards in circu-
lation and USS16.5 billion in
worldwide volunie Although JCB
is still fur behind Amernican
Express. itas growing much more
ripidly. Established in 1961 by
Suanwa Bank. JCB began develop-
ing an antermtional merchant base
in 1981 Today. the JCB card s
accepted in more than 400.000 out-
lets in 109 countnes outside of
Japan.

Merchant outlets are usually
located in areus frequented by
Japunese people traveling for busi-
ness or pleasure. In addiion. JCB
has service centers providing busi-
ness and travel services 1o card-
holders in a growing number of
locations in the Far East. Europe
and the Unned States.

JCB is expundinyg its cardholder
base outside of Jupan as well. In
January 1991, JCB announced
plans to issue consumer credit cards
in the United States. The company
alrcady has 20,000 corporate credit
cards i the United States and plans
to expand in Europe. In 1990, JCB
announced plans 1o increase its
nan-Japanese cardholders from
50,000 ka 500.000 and the number
ol acceprance locations outside of
Japan from 400,000 1o one million.

THEREGIONS — ASIA/PACIFIC:

All \ L
Countries et

inthe Asia/ o
Pacilic 3
region now At »
have duality, v '/
where banks handle

both MasterCurd and Visa. and
competition in the region is fierce,
In mosit of the region. MasterCard
is positioned as an upscale product.
MusterCard and Visa arc in a close
race for the 1op spot in the region.
JCB. while smaller, is growing the
fastest of the bankcurds. The T&E
cards. American Express and
Diners Club, are also well-estab-
lished and growing.

Diversity s greinn within the region.
Both Japan und Australia have
well-developed card markets. while
at the other end. the potential in
Tartwan and India has just begun to
be tapped. Expon-onented coun-
tries. including Korea. Hong Konp
and Singapore. are showing
tremendous card and volume
growth. The potennal in China has
yei 1o be developed. although ties
have been made.

CANADA:
thet A”\?_\r—f"h‘lﬁ
; <
\ o DJ\{
® RV
N mn

Canada is one of

the world's most developed card
markets, Bucking the world irend.
the country shows no sign of
accepting dualny. Consumers tend
to be very loyal 1o therr banks and
cach bank. thus far. has remained
loyul 1o only one of the hankcard
associagons.
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Visa surpasses MasterCard in this
market, thanks in part to a five-year
head stant. MasterCard, however,
has been making significant
progress in the market and is start-
ing to erode Visa’s lead. T&E cards
are also quite strong in Canada.
American Express has a significant
presence in the country, although
the company is facing strong com-
petition for its corporate and travel
business from Air Canada’s
enRoute card. Diners Club also has
one of its strongest franchises in
Canada.

EUROPE:

L

R
e /:,\",,__‘rf TN

e
’;\‘ 7 ~F \5—’,‘
Unlike <~n__ JL,/f
consumers
in most other regions, Europeans,
with the exception of the United
Kingdom and Spain, generally
regard payment cards as conve-
nience items rather than credit
sources. Most Europecan payment
cards are debit cards, or charge or
delayed debit cards tied to checking
accounts, since, where available at
all, credit cards tend 10 have high
APRs. In addition, many Europeans
have access to overdraft lines of
credit directly from their banks at
much more favorable rates.

Since the banks needed an intemna-
tional payments vehicle, they
developed the eurocheque, a check
guarantee system accepted by all
merchants. Whether used locally or
in Europe or North Africa, the
eurocheque functions like an ordi-
nary check. It can be written for
any amount in the local currency
and, when used, the currency con-
version and service fee takes place
at the consumer’'s own bank. Today,
in five of the six eurocheque core
countries —— Austria, Belgium,
Germany, Luxembourg and
Switzerland — the eurocheque
remains the leading non-cash
method of payment. In the

Netherlands, it is second only 10 the
Postbank cheque guarantee card.

The banks, which have been reluc-
tant to extend consurner credit
through a card because of their
vested interest in the eurocheque
system, recognized that, in the
growing electronic payments arena,
upscale consumer and business
clients demanded an international
payments card. As a result, many
banks issue Eurocard. MasterCard’s
link to Eurocard offers a strong
entrance and strategic alliance into
the European market. In Europe,
Eurocard/ MasterCard is considered
an upscale product, putting it in
direct competition with American
Express. American Express, while
far behind Eurocard/MasterCard in
size, is recognized by a large per-
centage of Europeans, although its
merchant network is much smaller.
Diners Club lags far behind, but has
a good card base and acceptance in
the Nordic countries. JCB is mak-
ing its presence felt in a small way

on the acceptance side of the busi-
ness, and has expressed interest in
issuing cards in Europe as well.
LATIN AMERICA:
-’“

% ~ ~ene
The \\V\-\ ="
Latin . ) VR
America region, )
which has k\
remained J
MasterCard’s fastest 1 ?
growing region, J
encompasses coun- !
trics ranging from 1 2’
highly commercial i 9
and industrial to :
those that are
basically agriculwral.
Throughout the region, however,
MasterCard is the number one card.
Specifically, MasterCard holds the
top spot in the countries of
Argentina, Brazil, Chile, Mexico
and throughout Central America.
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MasterCind provides the best value
1 s cardholders through s
unmmiiched merchant acceprance.
and 18 dedicated o increasing the
value of the card by continuing 10
mprove service quality,

Unlike MasterCard, Visa hus been
targeting the upscale murket. com-
peting directly with Americun
Express. At the same time.
American Express is now trying o
broaden its base while still holding
on to its prestige positioning. The
company is starting 10 expand its
new revolving credit entry, Optima.
Introduced in 1987, Optima was
nitially marketed only to current
American Express cardholders; it is
now being offered as a stand-alone
product.

Scars entered the U.S. credit card
market in 1986 with the Discover
card. Discover charges no annual
tee and rebates up 1o | percent on
curdholder purchases. fts advertis-
ing campaign — *'{t pays to
Discover” — is positioned toward
cost-conscious consumers. Discover
is accepted at only half as many
locations as MusterCard in the
United Siates. Discover does not
have any inicmational acceptance
locations. and has only one-eighth
the cash access locations of
MuasterCard,

JCB. the Icading card in Japan. has
expanded its merchant acceptance
locations in the United States to
250,000 10 serve Jupanese tourists.
In addition. JCB issues u corporate
curd. which is targeted toward
Japanese expatriates in the Unied
Stales.
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Sometimes the terminology used to
describe payment cards can be con-
fusing. Bankcards, such as

MasterCard and Visa, are issued by

banks or other financial institutions.

T&E cards, such as American
Express and Diners Club, are
charge cards. Cards issued by
stores and oil/petrol companies,
among others, are also charge
cards. Generally, these companies
bill cardholders once each month,
with the full balance due.

Bankcard use is handled differently
from country to country, depending
on local banking regulations and
market conditions. Credit use espe-
cially tends to be conservative in
many countries because of high
credit costs and rapid inflation, as
well as local government regula-
tions and restrictions.

Credit cards and debit cards are
not the same. Credit cards offer
consumers instaliments and/or a
revolving line of credit with the
limit set by the issuer. Generally, if
a consumer pays the entire bill at
the end of the month, no interest is
charged. If, however, a balance is
outstanding, interest is charged at a
predetermined APR. The APR is
set by the issuing member, and
rates can vary greatly.

A debit card is tied directly 1o a
consumer’s current account of
checking account. In effect, it func-
tions as a paperless checking
account. Purchases are deducted
from the account as they are pro-
cessed by the card issuer.

In many countries, “credit cards”
are actually delayed debit cards.
Transactions are debited against the
cardholder’s checking account at
the end of the “delay” period,
which in many countries is once
each month,

In addition to the methods and
timetables of payment, banking
regulations in some countries only
allow consumers to acquire local-
use-only cards. These cards can be
used only in the country in which
they are issued. When people travel
abroad they can ofien get special
cards for overseas use. These cards
usually carry spending limits that
are detcrmined by the country’s
regulations regarding taking money
outside of local borders.

MasterCard offers credit cards,
debit cards and delayed debit cards,
as well as Jocal-use-only cards to its
members. Since each country has its
own banking regulations, products
differ significantly from country to
country. For example, MasterCard
Standard Card cardholders in
Australia can use their cards as
either a debit card or a credit card.
It’s the cardholder’s choice at the
point of sale; however, in the
United States, the same cardholder
could use it only as a credit card.

MasterCard offers a wide range of
products and services, which are
described below.

| iectercard. |

a2 vie meg SEYN f
| mmwias]

The MasterCard Standard Card is the
bankcard that 142 million people
around the world rely on every day.
It is the MasterCard core product,
and it serves as the comnerstone for
the entire MasterCard family of
products. The card is accepted at
more than 9 million locations world-
wide, ncarly three times as many
places as its American Express coun-
terpart; and it provides customers
with easy access to cash at more than
191,000 bank branches and 55,000
ATMs throughout the world.
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Replacement progrisn. which are
doesigned o improve and expedite
card delivery, I addition, starting
n Lue 1991, carctholders will have
weess o emergeney card and cash
services ol Thonus Cook’s OO0
eltices. Inearly 1991 1he Bourd
also approved ECA program
IMProveIments,

REGIONAL SERVICES —

ASIA | PACIFIC:

In the Asia/Pacilic region. in 1990,
a special MasterAssist package of
services wias oftered o issuers 1o
their cardholders as an oplional
service. Members i the region can
choose 10 ofler the [oltowing ser-
vices 10 hotders of MasterCuard
Standard Card. Gold MasterCard
and MasterCard BusinessCard
cards:

Master Assist Medical
Protection'™ provides traveling
cardholders with doctor/hospitul
referrals. medical monitoring: an
emergency message service: and
medical Iransfer. evacuation and
repatriation urrangementis when
necded.

MasterTrip - ofters traveling cuid-
holders pre-trip informution. docu-
ment torwarding. lost luggage
assistance and emergency cash
transfers of up 10 USS5.000.

MuasterLegal 1urnishes cardhold-
ers with legal referrals and cash
wransfers ot up o USSS.000 lor
emergency legal situations.

CANADA:

In Canuda. the MasterAssist Circle
of Protection is 3 mandated leature

on all Gold MasterCard cards. piv-
ing upscale cardholders u package
of emergency assistance and insur-
ance benehis that protects them

during domestic and foreign travel,

The MuasterAssist Circle o
Protection includes:

MasterRentad " the best car reatal
insurance and assistance plan avail-
able onany card. provides coli-
sionfloxs damage msuranee up to
the full value of the car: personal
accident insurance. and personal
cffects coverage. Cardholders must
rent their cirs with a Canadian-
issued Gold MasterCard card and
decline the insurnce coverages
offered by the car rental company.

MasterTrip provides Canadian-
1ssued Gold MasterCard cardhold-
ers with pre-trip infonnmation on
international medical entry require-
ments and necessary travel docu-
ments: assistance in replacing lost
wrline tickers. passporis and visas:
ASSISLINCE I armangements for
replacement items 10 be shipped 1o
a cardholder it o carmier is unable to

locate Tost luggage: and emergency
cash transters of up to US S5.(0KK)
tor cardholders and fanuly or busi-

AOSS AssOC KIS,

MasterAssist Medica! Protection
for Canadian-issued Gold
MasterCard cardholders provides
out-of-province emergency medical
assistance. reterrats to local doc-
1ors, denrists and hospitals: and. if

viSA 2000
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necessary, transportation home or
to an appropriate facility, as well as
secondary medical expense cover-
age for accidental injury or illness
while traveling.

MasterLegal can help Canadian-
issued Gold MasterCard cardhold-
ers to find an English- or
French-speaking legal advisor, or a
legal advisor and interpreter, as
well as aid in cransferring up to
US$5.000 in cash to cover bail and
legal fees, if a cardholder has a
legal emergency while traveling.

Canadian-issued Gold MasterCard
cardholders also benefit from the
MasterPurchase package of ser-
vices, the best retail protection
available on a card. MasterPurchase
is available at no additional cost to
covered cardholders or their issuing
banks. Thanks to MasterPurchase,
on most items purchased with an
appropriate MasterCard card, the
manufacturer’s original warranty is
doubled for up to one additional
year, The program also covers most
purchases, including gifts, made
with a covered card anywhere in
the world for a full 90 days from
the date of purchase, by providing
coverage for the total amount
charged to the card up to
US$50,000 per cardholder for loss,
theft, fire, or accidental damage or
breakage on covered items.

In the Europe region. our pariner,
Eurocard International, does, in
some cases, offer cardholders spe-
cial enhancement packages.

Additional cardholder services are
also offered in each region. In
1990, MasterCard also established
a Customer Service Center in
Miami. The center assists cardhold-
ers from the Latin America region

with travel, business and card assis-
tance services. ’

The MasterAssist Family of
Services and MasterPurchase are
mandated features on all U.S.-
issued Gold MasterCard and
MasterCard BusinessCard cards,
and al} services can be accessed

in the United States simply by call-
ing 1-808-MC ASSIST. Outside of
the United States, holders of
U.S.-issued Gold MasterCard and
MasterCard BusinessCard cards
can call collect: 202-296-4650.

The U.S. region’s MasterPurchase
and MasterAssist Family of

"Services include all services previ-

ously described in Canada’s
MasterAssist Circle of Protection,
as well as:

Master RoadAssist, an emergency
roadside assistance program that
delivers service at home or away.
By simply calling

NS
/ /"/ \‘Tﬂf )

s \'\\:1"'
/// \"I

1-800-MC ASSIST, a cardholder
can get roadside assistance any-
where in the United States, includ-
ing towing, jump-starts and fuel
delivery. Introduced in April 1990,
this first-of-its-kind service is sup-
ported by a nationwide network of
over 5,000 towing operators with
prices that are generally below cur-
rent market rates. Assistance or
towing charges are conveniently
billed to the cardholder’s card.
Some restrictions may apply.

In the United States,
MasterPhone™. a service provided
by MasterCard and MCl
Telecommunications Corporation,
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Atthe end of 1990, the network
included 50.000 ATMx in 20 coun-
tries, This includes the pan-
European ATM nctwork developed
by Eurocard Inicrmational. provid-
ing coverage in Belgium. England.
France. ltaly. Portugal. Spuin. the
Nethcrlunds. Denmark, Ireland,
Northern Ireland. Isruel. Scotland
and Wales. The network’s interna-
tional reach also extends 1o Chile.
Japan. Maluvsia. Mexico. Thailand
and Venezucla,

During 1990. cardholders through-
out the world tumed to these
machines for cash 100 million
times, and the number of nciwork

ransactions is expected 1o reach
150 mitlion in 1991 as the number
of ATM« in the network grows to
70.000. In the United Siaes. the
number of ATM« uvailable to curd-
holders nearly doubled in 1990 ac a
result of duality, llowing members
of the Plus Sysicmio join CIRRUS
and acyuire transactions for
MasterCurd/CIRRUS ATM
cardholders,

CIRRUS and MasterCard issucrs
gain much from participuting in this
combined intermational ATM net-
work. By giving their cardholders
access to cash at ATMs around the
globe. the network adds value to
members” debit and credit cards.
Thix expanded access encourages
customers 10 use their cards more
often. Thus. in addition 1o customer
service, neywork participation can
generate income in the form of
transaction fegs, monthly service
charges or annual fees. For credit
card issuers, this ATM service also
offers even greater revenue oppor-
tunities because cash advances
begin earning interest from the date
of the trunsaction. The MasterCurd/
CIRRUS ATM Network also
enables members 1o offset operat-
ing costs and generate new income
from their ATM programs by mov-
ing more transactions through exist-
ing termnals.
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14ASTERCARD DEBIT —

!n the United States, MasterCard
Jebit continues the trend toward
zlectronic banking and increased
access to consumers’ checking
accounts.

With MasterCard Debit, member
banks add a MasterCard Jogo. holo-
gram and number to their own
ATM cards and market the program
under their own name.

A MasterCard Debit card combines
the best aspecis of an ATM card, a
credit card and a check. Like an
ATM card, it can be used to obtain
cash at ATM locations, 50 cus-
tomers don't need to carry large
sums of cash. Like a credit card, it
is accepted for payment by 9.1 mil-
lion merchants where MasterCard
is accepted. And, like a check, the

B
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funds for such payments arc drawn
directly from a customer’s checking
account.

Easier 10 use than a check, a
MasterCard Debit ATM card is
widely accepted, eliminating the
need to carry checks. To the mer-
chant, it is accepted just like other
MasterCard cards. Like checks and
ATM transactions, purchases made
with a MasterCard Debit card are
described on the monthly checking
account statement for casy record-
keeping. At the beginning of 1991,
there were 400 financial institutions
issuing 1.5 million ATM cards with
MasterCard Debit, an increase of 20
percent from the previous year. The
MasterAssist Family of Services is
also offered to U.S.-issued
MasterCard Debit cardholders.

:/\, \]
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weaind number

A unigue sequenes uf mmbers assigned

o candhiolder decoum. which idennfics
e ssuer and ovpe of Binancal ransacuon

vird.

Avguirer or aequiring membet

A bank, frinancust instuunion or other
MasierCand mcmber that nanimeans the
merclim reLionship and receives alt
credin card bnsactions. e some cases
retereed o as the acquiring bank,

Adddress Verdicatinm Service 1 AVS)
A service provided by MasterCand in the
LS. repmne which verities the hithng
address ol the candholder i order 1o pre-
veny the fraudulent use of an account in
NON-FCe - 101000 Irnsaginns.

Mtinuy vaeed

A crediv vard issued by i member in con-
Junction with an organization or collective
group: for example, profession. alumni.
retired persons associztion The card issuer
often pays the organizanon a rovaliy,

Aeent member

A memwher that by agrecinen, participsies
in anuther member’s card program. usuatl
hy turning over us applicants tor bimkcards
160 the member admimisiering the bankeard
Mogram and b acting as i deposiony for
merchanis

Ahered card
A card on which he vriginat account num-
ber has been changedio allow frasdulem

e

Anerican Bankers Assaciation

AR A

The trade sssocianon of LS. hankers. 11 is
also i body nominuied by intermationad
agrecment as the registration autherin {or
issuer identification numbers.

Anauad fee

A Tee paid by a cardholder 1o the sssuing
member for the privitepe of holding a
Tinancial Iransaction card and using i 1o
huy goods and services.

Aol Percentage Rate tAPR)
The vearhy mierest charge applicahte 1o
ouistanding credir cand balinces Tor one

se

Assessiments

Fees paid by members 1o MasierCard on a
quitrterly hasis te suppan advertising and
operatIng aclivibes

\utharizition

The approval or guarsmee given by the
Card issuer (Or i agent 1o penmil a credin
card tramsaction for a merchant or another
alliligie member,

Awsthurization cali
Atelephone call made from the poinn of sule
10 ohtain suthonization Tor a fransaction.

Authorization message

Within a payment sysiem, any message
berween a card acceplor and a card issuer
serving to eslablish whether the issuer
approves [or a Iransaction 10 procecd.

Authorization reguest
A reyuest tor approval by the merchant 1o
validite a cardholder sales transaction

Autherization terminal

A 1erninal perminting suthorization of a
transaction but now necessarify capturing
the transaction data into o payment system,

Autimrated Clearme House n ACHD
One of the group af US. processing instiu-
tions that have networked topether o
exchange (clear and setle) elecironic debit
Lransactions,

Vutnmited teller niachine y ATND
An unmanned electronic devicy thar per-
lorns hasic teler functions such as aceept-
ing deposits, cash withdrawls. acvouns
ransters. loan payments and aveount
bakunce inguiries.

Bad delnt
Debt that has been writien off and sem wa
collection aguncy for payment.

Banh Identilication Number iBING
A unigue and individual series of numbers
assigned by MaaterCard e a principal
member institution for use as the tiest three
10 six digits of a standard cardhotder
aceount nwnber on by cards

Bankvard

A fimncul transaction card issued by a
bank or other finangial instition: for
cxample. o MaosterCird card
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Banknet

The MasterCard proprietary packet-switch-
ing X.25 communications network, It is
used as the primary data transport commu-
nications facility that links all MasterCard
customers and MasterCard dats processing
centers into a single on-line financial net-

work. Banknet separates communications
processing from financial applications pro-
cessing, allowing an unlimiled vaniety of
financial applications 10 transmit messages
over a single communications perwork.

Banknet switch

The MasterCard worldwide EFT petwork,
which employs a distributed processing
architecture with multiple-region EFT
authorization and sertlement processing
centers linked to MasterCard cusiomers via
the Banknet communications network.

Batch processing

A type of data processing and data commu-
nications transmission in which related
transactions are grouped together and trans-
mitted for processing, usually by the same
compuler and under the same application:
generally regarded as a non-real-time data
traffic comprising large files: a type of data
raffic where neiwork response time is not
critical.

BATS

Baich Authorization Transaction System.
designed to allow certain merchams — for
example, mail-order merchants — 10 batch
process authorizations on their own lime
schedules.

Call-me transaction

A response 10 an acquirer's authorization
request generated by an issuer (or through
stand-in processing), requiring the acquirer
1o contact the issver directly.

Capture date
The date on which a transaction is pro-
cessed by an acquirer.

Card acceptor

A party accepting a card and presenting
transaction data (o an acquirer.

Card base
A population of cardholders, especiatly in
the context of a single-card family.

Card encoding
The original recording of information on a
card by the card issuver.

Card enhancements
See "Enhancement services.”

Card family

A group of related financial transaction
cards. often bearing the same logo, facilital-
ing ransactions through a common
payment system.

Card payment system

A payment system supporting payments
made by financial transaction cards.

Card Program Development Group
Program that allows issuers to customize
MasterCard cards for special interest
groups; formerly known as the MasierCard
ID Plus™ Program.

Cardholder

Generally, the person to whom a financial
transaction card is issued. {1 is usually the
customer associated with the primary
account number recorded on the card.

Cash advance

A transaction in which a cardholder obtains
cash in person at a branch of a member
financial institution or ATM, and which 1s
posted against the cardholder’s bankcard
account.

Cash dispenser
The simplest form of ATM, which permits
only cash withdrawal.

Central processing unit (CPU)
Refers to the processor and the main
memory of a computer.
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Prad-up terminal

A merchont authorizanion device that. ke
tefephone. dials the mhorization center tor
vahdithon of iransacieons

Discount rate

The tee an acquinng member charges e
merchumt For giving deposie credn and ban-
diimg merchanm sales drafts or clearonic
sales trapsactons; for exampie. the (ee o
merchant pays phe acguiting member o
provess a purchase charged i MasterCard.

Distributed processing

The processing of Fanctians such as
progrim execution, slorage control and
inpeifoutpul. which dre perfonned at two or
more nedes of cndpamts ona network.

Down-line luading

Loading of duta From an acquirer™s com-
puter sysem o a card acceptor’s lerminad
vig an intennediate ncrwork facility: for
example. transmission of hot-card files.

Duirliny

The handling of both MasterCard and Visa
transactions {cardholder or merchant, oc
bothi or both CIRRUS and Card Program
Development Group hy a single insritution.

80 20 card
MasterCuard card that features issuer identi-
tication oo &0 pereent of the card face

B8 18 card
MasierCard card that features issuer identi-
fication on XS pereent of the card lace.

tleetronic hanking
Banking operations conducied by elec-
ronic means, especrally EFT.

Elcctronie cash register (ECR)
Cash register that can process aulharksazions
and debh transactions as they are rung up.

Electronic draft cupture (FDC)

A system i which each iransaction is
captured (~oreds on MisterCard host
compuiers. The caprured data may be
reviewed on the sanwe day the irunsaclions
occurted and ap to seven days following o
hawch close dare. The stored transactions
are used to create seilement files and irans-
action reports.

Hectronic funds transfer (KFT)

A paperless transfer initiaved Trom o lermi-
nal. computer. welephone instrument or
magnetic fapx:

32

Flecironic funds transfer

at point of sihe

The rechnotogy ikl practice of nudang
pavmwents for gonds and services by ineiny
of electronic funds raster imtiated anthe
point whiere the goods or \wervices are pur-
chissed.

Electranic funds transter sysiem
thEET)

AR ciectromeatly based sysiem that elin-
nates the need for paper (stch s a cheek)
mhe movenient of tunds; Tor example. an
ATM withdriewal,

Electromic imaging

The productm of digitized images by
aptociccironic means not involving inrer-
mediate photograpliic recording.

Electronie point of sale

A paint-of-sale mwrchani with electronic
eyuipment for pricing and recording trans-
actions. but pot necessarily incorporating
tunctions Yor EFT.

Emergency Card Replacement
tECR)

MasierCard service tha replaces cardhold-
ers” lost and stolen cards.

FEmwergency Cash Advance 1ECA)
MuasterCard service shat provides
cardholders with cash advances in
EMETECNCY Situarions

Encrs plion

The techniyue of modifving o known bi
SHreanm on a iransmission line so that it
dppears 1o be a random scquence of bins o
an unauthorized observer: oficn is done
automatically in the icmanil or compurer
hefore dada s iransmitted. The authorized
recipient possesses e Key and recovers the
origmal texs by the reverse progcess:
decryplion.

Enhancement services

Offered to cardholders of financial rransac-
tion cards in additiom 10 the hasic funcion
of providing a payment instrument. for
example. Master Assist and
MasterPurchase.

EPSS iFurapean Pasy ment Sastem
Serviced

The ivading Earopean psyment system ser-
vice. MasterCard owns 15 percent o) EPSS.
EPSS is a welecommunivations and dita
processing company: that senves the needs
ol European banks Yor processing interia-
tional retail hanking operations. All ot
Bankrict in Europe is EPSS
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evrocheque

A heck guarantee system created by
a proup of European banks, which is

a ;epied by merchants in Europe and
North Afnics.

Exception report
Summary detailing questionable charges
a1d chargebacks.

}inancial institution

C.enerally, any organization in the business
cf moving, investing or lending money.
cealing in financial insouments or provid-
ing financial services.

Tinancial transaction card

A card, identifying both the card issuer and
the cardholder. used 10 facilitate, and some-
limes provide data for, transactions.

First Alert

A special MasterCard aniifraud program
that provides carly waming for possible
rraud situations.

Float

A sum of money representing total funds,
thecks, travelers cheques or transactions
thai are outstanding prior to final setiie-
ment.

Floor limit
A maximurn monetary amount above which
i particular transaction requires an autho-

Gold MasterCard Card

MasterCard's credii card geared loward
inore affluent customers, which carries a
higher credit line and may carry additional
service features; for example, MasterAssist
and MasterPurchase.

Hologram

A laser-created photograph that creates a
three-dimensional image; used as an anti-
counterfeiting measure on bankcards.

ICA number

[nterbank Card Association number. A
4-digit identification number assigned by
MasterCard 1o a financial institution, third-
party processor or other type of member for
the purpose of uniquely identifying that
member.

ldentification card

A card identifying its bearer and issuer;
may also carry other data to facilitate finan-
cial transactions, in which case it is also a
financial transaction card.

Imprinter

A device supplied to the merchant to pro-
duce an image of the embossed characters
of the bankcard on all copies of sales drafts
and credit slips.

INAS (Interbank Authorization
System)

Original MasterCard authorization sysiem
developed in the early 1970s when
MasterCard’s company name was Interbank
and the credit card was called Master

Charge.

Independent Sales Organization
(1SO)
See “Member service provider.”

INET (Interbank Network

for Electronic Transfer)

The MasterCard settlement system, a cen-
tralized clearing facility owned and oper-
ated by MasterCard for the daily processing
and routing of worldwide financial transac-
tions berween MasterCard and its members.

Interbank Card Association (ICA)
The founding member organization of
MasterCard.

Interchange
The exchange of transaction data between
acquiring and issuing institutions.

Interchange rate

The amount paid by the acquirer to the
cardholder institution (issuer) on each sales
transaction.

Intermediate network facility (INF)
Any message processing entity positioned
berween an acquirer (or issuer) and the
Banknet switch. INF processors may act as
Acquirer Processing Systems (APSs) or
Issuer Processing Systems (IPSs), or both.

International Organization

for Standardization (I0S)

The central body for the {ormation and
dissemination of industry standards for all
national standards bodies; located in
Switzerland.

Issuer or issuing member

The institution (or its agent) that issucs the
card 10 the cardholder; in some cases.
referved 10 as the issuing bank.

Issuer identification number
A number identifying a card issuer within
its industry.

a3
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Faspers © learmutnisaw Seevico e s
A system, jomily maaged by MaserCard,
designed o detect fraudulent amd high sk
credss card appheativns. The senvice
features ¢ centrai facihty lor Storing,
vahidatng und trackang Svcial Security
numbers, addresses and telephone nuimbers
wsed in credit apphcations and repons of
Iraudulent actvity

Issarer s Brost ihata Irase

An auer s computer and programs. which
are conpected 1oa MIP for aceess
Banknet and whivh stors information osed
tor authortzation of Bankcard Transaatons

Tt i

Alows issuers o tpuncate authorizations
for thew card transactions as the acguarers’
MiPs by setting dotlar awthonzation Tmis
for various categorios of ransactions, for
enample. myd Avlephone order, cash
advance. relwl and T&E

Local aceeptance mark

A finuncial servive brand that o tound inoa
single country of regron —< g, Forocard,
MasterCard has Tormed allsances with a
aumber ob lucal aceeptance masks.

I ocal-use-only card
A payment card thar can be used only in the
country in which it was issued.

Magnetic sripe

A stnipe of muagnetically encoded nlorma
vion altied o the back or rom of a plistic
card The magnutic stipe contains esseatisl
custormer and account intoemation The
physical and magnenc chatactersiies of the
magnetic stripe are specificd in 150
Standard 3354,

Magnetiv stripe reatder
A Jevice that reads information recorded on
the magnenc tracks of a card.

Master Assist Circle of Protection

A fanuly of services designed o erhanoe
vitrdholder services {for travelmg Camaudian
wardholders

Master Assast Fanily of Sersices

A Tanily of services designed to eahance
wardhwlder services toy tavelng US, and
Canadran cardholders,

AMaster Assisg Medical Protection

A Manter Assistseevice that prosides emer
geney medicdd assistanie i oave g card
Rolders from some /e,

Mastert aed Assocition

ub Caada (M AL

The assocsation of MasierCard principat
mermhers i Canadas

Mastert ard Midonsated
Point-al-Sale Procram VAP
Arermital networking product that pro-
vides Tow-cost POS temiinal aceess o
MusterCard s vreda card authorization net
work

Mstert ard Busiesst sied ¢ ard

An miegrated business [&E card that mem.
bers issue o therr corporate chients,
Deagnated emptoyees of the members s
corporate chenls use the BusinessCund vard
for reimbursable business eapenses, The
membey and the corporation can establing
v dual speadimg limms for cach
employee

MosterC ard Card Processing System
OIS

A icrecompuler-hased software package
that ablows non-LU S memberes wstart card
processing programs quickly and wah rela-
tevely low up-tron invesiment

MasterCard UIRRUS VTM Netwark
The world's Targest ATM network.

MasterCard Pebit

Farmerly, MusterDebit The MasterCard
Debit program s available onty i the 1S
enhances members” propriciary ATM cands
by gudranieeing aveeprance af ol rewail and
wanvhegecess focations that sceept
MansterCard catds, Insicad of using adine of
veedit MasterCard Debi transactions debit
a depost sccount much Lke conventional
vhedks

AMasterd soed Phebit switch
MasterCard’s Tandem-based EFE network
prisessing system vperated by Nationsl
Bund ot Detroit under contravt o
MasterCard Intemational, This system pro-
vides Peba Card processing support for
several MasterCard products, ancluding.
CIRRL S, MusterCard Debat and thwe
MusterCard ATM Network Program.

Mastert aord Toterhicey

Processor (M

A IBM Series 1 processor placed onssile
at o MasterCard cuskomes s taailiny lor the
purpose of providing decess o the Bankacet
cormmunications network, Throwgh a single
MIP all MasierCard customers have socess
10 all MasterCard EFT products, and o g
wide varicty of ather finagoal services,

MhastesC o Sstandard Card

Kiown us the MasterCard Curd; the core

product of the MasterCard Farmily of prod-
uets and serses and wecepied as 9.0 ol
hon focations worldwide




MasterCard Travelers Cheque

A pas ment procduct used ke cashan ihe
it o sales can be retumded it lostor
Sden,

MasterCard Travelers

€ heque Agent Program

Alfo~ finanaial instiluions Byt as
wosadus agem of MasterCard Traelens

€ hegues with MasterCard acting as the
P Sles SR LS TECCIVe a contminsion
Codan ineentive based onsates volum,

slaster Charge

Fammer name of MasterCand Intermational
Incorporated: Pormes brand naniwe of
MasierCard.

Master Coverage

MiaterCand BusimessCard liabahiny protee-
tion progeam i the US D which covers mad-
W barge-size companies, with 10 or more
vards, agunst employee misuse of the
cards, up to STSOK0 per card. with ne timi
N tolal coveTage et campany.

MusterCom

An clecironic image provessing product
1thay uses Bankneno route high-

resolunot dovumient images between
members: designed o be used for reineval
pravessing and (o belp reduce the amouni
ub paper it sakes w resolve chargebacks.
MasterCom will expand o inglude charge-
bach documemation. general mail berween
members and losy/stoben reposta.

Master Debin
fFomer nanwe of Masterd ard Dehir,

Masterlegul

Purt of MaserAssisk: provides energencs
legul assistanee o cardbolders while
wanching,

Masterl'hone

An optivnal service oftered by MasierCard
and MCH Telecommumications Corporition,
which provides US. vardholders wih the
nprionl ability 10 chaege welephone calls o
their MasterCuard casds,

MasterPurchase

A ratail purchase protection progeam avail-
able 16 U8 - und Canudian-issued Gold
MisterCard and MusterCard BusimessCund
cardholders. LS. MasterCuard Debin cand -
holders and Canadian-issued Gold
MasterCard cardholders, which olten
cnhunced warramy and replacement
coverage ad s 2t protection servive.

MuasterRental

A service included inthe US and
Canadion MastierAssist progriams. that
provides renal car insuranee aond assistance
o cardholders.

Master Road Assist

A service. part ot MastierAssist, that
offers cawrgeney mnndside assstamee 1
cardholders.

Masterlrip

A progeam, pant ol the VS, MasterAsss
program. which oflers assistinee w ravet
my cardholders. such as prearip infare
tion and documen forwarding.

Member Information Manual
tMINL

A book produced monthly by MasierCuard.
s hich Tists ol MasterCard principat mem-
bera: their corresponding 1CA nombers: and
releviam combisc s, nailing addresses and
phone numbers.

Muember service provider (MNP
An oulside company conteacied by mens-
bees 1o administer merchant and/ior card
hotder servicing: abso called an 1SO

Merchant acquirer

A miember that has emered ino ap gree-
man s a merchant o acceptdeposiis
reneniled by bankeurd Iransactions: alw
called the aoguirer of aoguiring hank.

Merchant agrevment

A writien agreement between a mercham
and an acyguirer containing heir reapectine
righis. duties and warraniios with respect to
aceeprance oY g hankeard and maners
refaled 1o he bankeaed achiviy.

Merchant Audit Program

A MasterCard sntifraud program tha audins
HK) percent of MasterCard's worldwide
merchant base o assess the Tramd-10-3ales
citio of cach merchant and 1o identily
potential problemis.

Merchant apthorization

The meuns of recen ing sales vatidation tor
the merchant. by 1elephone or authenizinion
ermingl. 1o guarantee payient 10 the
merchant.

Merchant fraud
Frawd perpetrated against other partics i a
payment svstem by a card aceepior.

Merchant service charge
The discount e or uther fees assessed by
the iquirer.

Merchant Tracking Program

A MasterCard amifvud progeam tha
prevents the magration of Fraud from one
acyuirer o amher,

Nationad assocttion

Pacensing amd regulmons geencies for
bankcard activives: Tor example.
MasierCurd or Visa,
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Negative authorization

Authorization given after checking the
Warning Bulletin or Restricted Card List to
be sure a card is not listed.

Negative file

A file used lor stand-in purposes, which
identifies those cardholders and accounts
for which charge privileges have been
revoked by the card issuer. This file con-
tains accounts 10 be picked up that may not
be listed in the Warning Bulletin or
Restricted Card List.

Network

A sct of entities connected by links. In the
context of computers, a sct of computing
systems connected by data communication
links via which they communicatc and

cooperale.

Network Control Center (NCC)
The major control point of a network;
collects performance data and issues
control commands. The MasterCard
Network Control Center continuously
monitoss network performance, offering
24-hour-a-day operation, detailed logging
of transactions, continuous monitoring of
network status and sophisticated statistical
analysis of daa.

Node
An entity connected to other entities by one
or more links in a network.

Non-bank
In a paymem system, a financial institution
not offering retail banking setvices.

Off-line

An operating mode in which tcrminals or
ATM:s are not connected to a central com-
puter source. Responses are governed by
the parameters, or guidelines, se1 within the
terminal or supporting device as defined by
the card issuer.

OfY-line authorization
Authonization of a transacuon carried out
under an off-line operation.

Omni Project
See “Project Omni.”

On-line

An operating mode in which terminals or
ATMs are connecied to a central computer
system and have access 1o the data base for
authorization, inquiry and file changes.
Live files are being accessed for cach
transaction.

On-line authorization
Authorization of a transaction carried out
under an on-line operation.

On-us transaction

Any electronic banking wransaction in which
the acquiring rnember and the issuing mem-
ber are the same institition or are within the
same intermediate nerwork facility.

Open to buy
The amount of 2 credit line that has not
been drawn.

Optical character recognition (OCR)
Electronic reading and digital conversion of
numeric or alphabetic characters from
printed documents,

Packet

A sequence of data, with associated control
information, that is switched and transmit-
ted as a whole.

Packet-switching network
Intelligent, distributed selecommunications
system that sends packets of information

- regarding credit and debit ransactions and

authorizations between members via
Banknet.

Payment system
System that accomplishes the transfer of

money.

Peer-to-peer (PTP)

Transmission from oae endpoint on the
MasterCard Banknet Network to another,
bypassing the need to bring the transmitied
data into a central node prior 1o retransmit-
ting outward; for example, transmission
directly from a MIP in London to a MIP in
Jakarta without staging through
MasterCard’s central site in St Louis.

Periodic rate

An amoun! of finance charge, expressed as
a percentage, thal is 10 be applied to an
appropriate balance for a specified period,
usually monthly. providing there is a bal-
ance that is subject to & finance charge that
is determined by member institutions.

Personal identification number
(PIN)

The confidential individual number or code
used by cardholders 1o authenticate card
ownership for ATM mansactions or lermi-
nals at the point of sale.

PIN generation

The generation of PINs for allocation to
cardholders. This must be done under strict
security to prevent fraud.

Point of sale (POS)
Location at a merchant where a customer
makes & purchase.
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Posipi-nlwale wvstom

An clecironic systen that acoepts el
dbla ad or near o retad seflong tocanon sd
tfanspits 1hat duta tocccomputer of authe
dzation netwark Tor wporting acto iy,
guthorzauon ani ransaction ogging

T

Puint-ot-sale fonnnil

h devicw phaced moa merchong locabon
al s connedded 10 the bank s systenor
wthorzution service provider vi ebe-
hone Lines and s designed 1o author ze
ecord and Torward dava by eleviron,
cans for each sale

Yastlivesetharization
A author zatios procedure whoreby overy
laccount on file in the LAHTIPHACT Sy bt i
be accessed fo deremane s sttos betoe
{.m authorrzation s weanted o decbood

!I'n\ili\(' file

{A tile contaning, stmpamum, de cerrenl
Phatance tor cach active cardholder saweoum;
a postive file muy also aclude PEN and

1 other cardholder indoomanion

LEERIN

s The wnal seguence of ausibers (rom a
Vhankcand's primary account rumber ased 1o
Fidentify the card-mssuing eniity uniguely

:

Principal member

PA Tmancial Institatums o corporainm tha
PARTICIPULes G proposes fo particpate

jhirectty i the cord acins aies of
“MusierCand

Privite poant-ob-ite metwark
A pnEof-sate sysienn Bar ise by plopn

wtany credit or debet Cards
|

|'l'u'r(( [T
FA SES-mulbion sernes of sy siems cabaney
Sments for Bankaet updaiing the vniue sys-
em over o e year pered
X

Propreictiary cait

A plasiic card issueb by Bosnond st
nons and other organizaions to therr vns
tmers fon the purpose ol geeessing rodi
jor deposat sccounts via ATM or POS wemu.
s, These cards are consadered “propn
atary” it theyare seged under the fowoor
cblen of e ssuing orgamzaion msiead
o a magronal serviee mnark or fogo sach os
PMuasterCard or Visa

'\t
Podyviny ] chlonde. the type at plastie used
e make pay mient cards

(o h Pavbient Scrvree i S
MusterCard s pidor program e the Unired
St desipned jo fac ity vew peneta-
tott ol vard aceeptanee by targeting cash
W convenience orented merchan seg-
ments, For exanmple, fast lood qestauranis.,
movae Thealer s, cons e nue siones aid
parking bats

Ronattane Poocessig sonvic
RIS

An cleciome routmg and seidfement ser
vice that aceepls provieusdy copared and
duthenized pis NN rdisavhions from
paernibers fop dedinvery o other Gmangal
EASTURVERIY (3N

Bostrictod Cand B st nRE |«
Forrally, Werarege Neodice Kestt ted Caned
Loar magnetiv tupwe o printed notices
cortarning o Tisk o restrivied account
numbees toads ee merchants ot te honoy
J s hion,

Retrieval reginest -
The tequest tar cither i voeaal sbpoor
Tegidle repronduction of the shp as wdenutaed

e elevtronm revond

Roveds g b o crvd i

At account v customer can sepeatedly
wse il pay back woithout has g o reappls
cveny e ceedin eoesed

Kisk Mamaeenent

Arareio the Electrame Seesaees Group
dedicated 1o helping members managee ther
businesses niore cllectively amd redoey
their sk ol creditand Trand osses

et

Fhy carry iy farsaard ol g poshion ol an
aandandimg bulanee on a cardhelder's
acentint feoom ot e

Sades Vogre foee
A docker reconding anransis ion nuade with
bl gransacinm vard

Serip

A US e far ihe preprinted sades
vimcher Tor g terisacts bar which proe-
authorisanion fas been oblaned




Security prinling

Printing that incorporaies anticounterfeinng
mcarures such as fine-line secunty palierns,
n-il] printing, lenticular patierns, rainbow
printing. serial numbening, eic. Sccurity
printing is carried vut under tightly von-
trolicd conditions (o prevent fraud

Settlement

The process by which acquirers and issuers
exchange tinancial data and value resulting
from salex transactions. cash advances.,
merchandise credils, eic

Settlement date

Wirthin a payment system, the date of setile-
ment between an acquirer and an issuer: for
the cardholder, 1he date when the account
with the issuer must be seitled.

60/30 card
MasterCard card thai features issuer identi-
fication on &0 percent of 1he card face

Smarl card

Somctimes called a chip card, this is a
credit ur debit card thai carries an embed-
ded computer chip with memory and
interactive capabilities for identificanon
and storage.

Stand-in processing

System devetoped 10 interface with
Bankneti for the purpose of providing credit
card authorization when the card issuing
member 15 unavaiable: an aliernate autho-
nization capability that the Banknet switch
providcs. Stand-in authorization processing
is automatically invoked for MIPs thai are
temporarily out of service or that respond
“late” —i.¢.. outside the time limits thar the
switch specifies.

Store card

A financial transaction card associated with
a particular retailer or group of re1ail stores,
which can he used only for purchases from
that retaiter or al the stores concemed. See
also “Proprietary card.”

Switch

An electronic mechanism thai routes trans-
action data from a POS terminal 10 the
authorizing data processor for approval of
the card-issuing institution; also can scrve
as an avthorizalion center for financial
institnions whose accoum files are main-
tained on another compuier in the network

Telemarketing

Selling goods ur services over the phone,
by getting cardholders 10 guote the identihi-
cation number of a financial transaction
card o ensure payment.

Third-party processing
Processing of transaciions by parties acting
under contruct to card i1ssuers or acyuirers.

Trademark
A device used to signify the exclusive use
of a name, product. etc.. by the owner

Transaction (cardholder)

A financial service requested by. or on
behalf of, a cardholder. including: authoriza-
tion, purchase, withdrawal, cash advance.
debit adjustment. check verification. check
guaramee, purchase with cash back. scrip,
purchase retumn, credil adjustment. deposu.
check deposit, check deposit guaruntee. bal-
ance inquiry, accounts transfer.

Travel and entertainment (T&E)
card

Charge card issued by a pnivate company
for 1rave) and entertainment expenses

Unsecured card

Credit extended without recourse 1o attach
specific assets of the borrower in the event
of default.

Uptime

The period when network or computer
resources are accessible and available to a
user: the length of time between failures or
periods of non-availability.

Voice Authorization Service

Provides merchant authorizations for
MasterCard and other major bankcards and
T&E cards.

Zero floor limit

A floor limit that requires all cardholder
transactions 10 be sent to the issuer for
authorizalion.
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ABA
American Bankers Association

ACH
Automated Clearing House

ACPT
Acceplance

APR
Annual Percentage Rate

APS
Acquiring Processing System

ARC
Airline Reporting Corporation

ATM
Automated Teller Machine

AVS
Address Verification Service

BATS
Baich Authorization Transaction System

BFE .
Banknet PC File Express

BIN
Bank Identification Number

C1C
Call-in Code

CICS
Customner Information Control System

CIs
Customer Interface Specification

CPU
Central Processing Unit

CRT
Cathode Ray Tube

CWB
Combined Warning Bulletin

DTMS
Data Transfer Management System

ECA
Emergency Cash Advance

ECR
Electronic Cash Register or Emergency
Card Replacement

EDC
Electronic Draft Capture

EFT
Electronic Funds Transfer

EFTS
Electranic Funds Transfer Sysiem

EPSS
European Payment System Services

FIM
Financial Institution Master File

ICA
Interbank Card Association

ICS

Issuers Clearinghouse Service
INAS :
Interbank Authorization Sy

INET

Interbank Network for Electronic Transfer
INF

Intermediate Network Facility

10C

International Operations Commiltee
108

International Organization for
Standardization

1PS

Issuer Processing System

ISO :

Independent Sales Organization
MAC

MasterCard Association of Canada
MALA

Latin America Regional Association
MAPP

MasterCard Automated Point-of-Sale
Program

MCCPS
MasterCard Card Processing Service

MDS
MasterCard Debit Switch

MIC
Member Implementation/Certification

MIM
Member Information Manual

MIP
‘MasterCard Interface Processor

MO/TO
Mail Order/Telephone Order

MSP
Member Service Provider

MYVS
Message Verification Service

NCC
Network Contyol Center

OCR

Optical Character Recognition
OPS

Operations Support

PCl
Personal Computer Interface
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PIN
Personal ldemification Number

POS
Point of Sale

PSN
Packet Switch Nodes

PTP

Peer-to-Peer

PYC
Polyviny| Chloride

QA

Quality Assurance, sometimes used in
referring 10 QC

QC
Quality Control. a MasterCard intemal
depantment

QPS

Quick Payment Service

RCL

Resinicted Card List

RPS

Remitiance Processing Service

SYSM

System Mail, the electronic mail system
used by MasterCard

TAC
Technical Advisory Commitiee

TIC

Terminal Identification Codes
VSC

Voice Service Cemier
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MasterCard.

&€ 1991 MasterCard lmematicnal incurporated 1368 7181 20M
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