








NewsBriefs

Questions Mount About Viability of Google Checkout

Google announced a significant increase in credit card processing
fees for Checkout, its online payments system, angering merchants
and prompting speculation that Checkout was on its last legs. The
two-year-old service initially undercut fees of its main online rival,
PayPal, and it waived some, or even all, of the fees for merchants
that also advertised through its AdWords service.

The new rates take effect May 5 and are nearly identical to Pay-
Pal’s rates. The waiver for advertisers also has been dropped. Bruce
Cundiff, director of payments research and consulting for Javelin
Strategy and Research, speculated that the changes could be an
early move to eliminate the service. “They’re not saying, ‘You can
stand on your own, and you can do it as a stand-alone product.’
It's more, ‘We don't want to link you with AdWords anymore
because it really wasn't working,” Cundiff said.

Google currently charges 20 cents plus 2 percent of the transac-
tion, though it waives the fee for AdWords clients for up to 10 times
the amount merchants spend on the advertising service. Starting May
5, Google will charge U.S. merchants selling domestically a 30-cent
fee plus a percentage starting at 2.9 percent for users with monthly
sales volume under $3,000. The percentage drops as volume rises,
bottoming out at 1.9 percent for volumes above $100,000. Google
will charge an additional 1 percent for international sales. Those
numbers are nearly identical to PayPals. A

Study: 900 Million Mobile Banking Users by 2014

The number of mobile banking users will skyrocket from 20 million in
2008 to 913 million in 2014, according to a new study by Berg Insight.
Asia Pacific will account for 65 percent of the overall user base (585
million users), while mobile banking will boast 110 million users in
Europe and 80 million in North America. The study predicts mobile
banking will serve primarily as an extension of existing online services
in North America and Europe, and it will account for 5 to 20 percent of
cross-border money transfers by 2014, perhaps generating as much as
$680 million in service revenues. A

Canada Examines Fees as Visa and MasterCard Hover
The Canadian House of Commons has authorized a study of Canada’s
credit and debit card industry, in particular the local credit card inter-
change fees and debit payment system. The study comes in response to a
proposed overhaul of the entire Canadian debit card industry, including a
request forwarded by the Interac Association to restructure its operations
and become a for-profit entity. Interac is Canadas only debit network. Crit-
ics of the study claim that an industry overhaul coupled with the current
economic crisis would lead to higher fees for businesses and consumers.

The study comes as Visa is talks with several Canadian banks about
offering debit cards that would carry its logo alongside the Interac logo.
The “co-badged” cards would let merchants send transactions across
either network. MasterCard also is looking to gain a foothold in the
Canadian debit market. A

© Copyright. HSBC Bank USA, N.A. 2009. Member FDIC. All rights reserved.

You know that managing the flow of your organization's funds is essential whether in the US, across the region
or around the globe. It is also important to have a cross border strategy that meets all your needs.

HSBC Bank USA, N.A. can provide you centralize, secure cash management solutions reducing the need to deal with
multiple banks and allowing you to easily oversee your daily cash positions.

Turn the HSBC advantage into your competitive edge.

www.hsbcnet.com

HSBC X»

The world’s local bank

www.AFPonline.org

Copyright © 2009 Association for Financial Professionals, Inc. All Rights Reserved

Page 9



News Briefs

Paypal Joins GlobalPlatform to
Set Mobile Standards

PayPal has joined the GlobalPlatform, an
organization seeking to develop interna-
tional infrastructure standards for smart
cards. “The latest amendment to our Card
Specifications aims to align GlobalPlatform
smart card technology with Web services,”
said Kevin Gillick, Executive Director of
GlobalPlatform. For more details, visit
http://www.globalplatform.org. A

Heartland, RBS WorldPay
Punished for Data Breaches

Visa has removed Heartland Payments Sys-
tems and RBS WorldPay from its list of Pay-
ment Card Industry Data Security Standard
(PCI DSS) compliant service providers. The
move comes after both firms suffered major
data breaches recently. In January Heartland
revealed that malware had compromised
card data of millions of consumers, while 1.5
million pre-paid cardholders saw their data
compromised in a RBS WorldPay hacking

last November. It is believed that the RBS
WorldPay data was used in a global ATM
heist that netted $9 million.

PCI DSS is a set of requirements developed
by American Express, Discover, JCB, Mas-
terCard and Visa to improve data security.
Service providers are required to submit to
an annual on-site assessment in order to be
validated. Heartland and RBS said they hope
to be recertified within months. Merchants
are prohibited from doing business with
non-compliant processors. A

AFP Study: Payments Fraud on the Rise

Staff writers

Seventy-one percent of organizations experienced attempted or
actual payments fraud in 2008, according to the new AFP Payments
Fraud and Control Survey sponsored by J.P. Morgan. Payments
fraud occurred more frequently than the last time AFP conducted a
payments fraud and control survey in 2005. Over 5,000 corporate

practitioner members were surveyed for the new study.

GLOBAL TREASURY MANAGEMENT

Larger organizations were more vulnerable to fraud. Eighty percent
of organizations with annual revenues over $1 billion were victims of
payments fraud in 2008 compared with 63% of organizations with
annual revenues under $1 billion.

When figuring in the economic conditions, 30% of survey respon-
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AFP Study: Payments Fraud on the Rise continued from page 10

dents report that incidents of fraud increased in 2008 compared to
2007. Further, 38% of organizations experienced increased fraud
activity during the second half of 2008 as economic conditions
worsened in the U.S.
In an era when check writing is diminishing, check fraud is on
the increase. While the 2007 Federal Reserve Payments Survey
confirmed this trend of decreasing check writing, the 2007 AFP
Electronic Payments Survey showed that 74% of business to business
payments were made by check. Nine out of ten organizations (91%)
that experienced attempted or actual payments fraud in 2008 were
victims of check fraud.
Although most organizations experienced attempted or actual pay-
ments fraud during 2008, the majority of them did not suffer finan-
cial loss from fraudulent activity. Sixty-three percent of organizations
experienced no financial loss from payments fraud, while another
23% realized a financial loss of less than $25,000 during 2008.
Organizations had a choice of fraud control methods to use: Positive
Pay ranked highest at 82%, followed by ACH debit blocks at 71%,
ACH debit filters were used by 55% and payee positive pay garnered
50%. The survey also revealed that some organizations opted out of
fraud control. Here are some of the reasons:
¢ Their management is confident that the organizations’ internal
processes are adequate (47%)

¢ The service is too expensive (20%)

¢ The organization does not issue a sufficient number of checks
(17%)

As check fraud grows, some of the most commonly perpetrated
plans according to the survey are:

* Counterfeit checks using the organization’s MICR line data

(72%)
* Altered payee names on checks issued by the organization
(59%)

* Altered employee pay checks (27%)

While check fraud dominated card payment victims were appar-
ent. Seventy-eight percent of organizations that experienced fraud via
the use of an organization’s own corporate/commercial card indicate
that the fraud was perpetrated by an external party. Seventy percent
report that the fraud was committed by an unknown external party.
Eleven percent indicate that the fraud was committed by a third-
party, such as a vendor, professional services provider or business
trading partner. Forty-four percent subject to corporate/commercial
card fraud during 2008 suffered actual financial losses resulting from
the fraud. Just one out of six organizations that accepted corporate/
commercial cards from its business-to-business partners suffered a
financial loss resulting from fraud using such cards. A

For more information on 2009 AFP Payments Fraud and Control Survey

go to: www.afponline.org/research
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Political Update

AFP Lobbies
Congress, Feds

AFP’s Government Relations Committee
(GRC) met March 9-11 with members of
Congress and federal regulators to discuss to
critical payments issues—data security and
interchange fees.

While the Obama administration has made
securing federal networks from cyber threats a
priority, it has largely overlooked private digital
payments systems. Despite the recent massive
Heartland Payments data breach, no bill has
been introduced to address data security is-
sues. The GRC communicated to members of
Congress their concerns about having a secure
payments system, the challenges of complying
with a plethora of state laws, and the need to
have clearer standards for merchant liability.
Further, the GRC addressed national security
concerns around data security, such as the
potential for organized crime or terrorist or-

AFP’s GRC meets with Rep. Gregory Meeks about the Federal Reserve’s commercial paper funding.

ganizations to steal customer identities or use
stolen identities for funding illicit activities.

Interchange fees

When discussing interchange fees, Con-
gressional staff told GRC members that bank
lobbyists were trying to prevent the intro-
duction of legislation to reform credit card
interchange fees. Legislation allowing busi-
nesses to collectively negotiate interchange
fees had been introduced in the 110th
Congress that ended in January, but the full

House never voted on the bill while the Sen-
ate never took up the measure. Legislation
has yet to be introduced before the 111th
Congress. In conversations with Capitol Hill
staff, aides have indicated that the issue is
not a priority at this time. Because of the
credit crisis, legislators are reluctant to cut
off an important revenue generator like in-
terchange fees. AFP will continue to monitor
activity in this area and speak with legislators
on rising interchange fees and how they are
affecting businesses. A

Transparency. Visibility. Control.
Working to manage and protect your capital.

Bank of America, N.A. Member FDIC. ©2009 Bank of America Corporation.

Bankof America /’\/\/

Bank of Opportunity’

Page 12

Copyright © 2009 Association for Financial Professionals, Inc. All Rights Reserved

April 2009


www.bankofamerica.com

AFP Calendar

Seminars

Cash Flow Forecasting Techniques
New York City Apr. 28-29, 2009
www.AFPonline.org/CFF

Advanced Cash Flow Forecasting
Dallas May 12-13, 2009

Chicago June 17-18, 2009*
www.AFPonline.org/CFF2

Cash Management

Boston May 18-19, 2009
Chicago June 15-16, 2009*
www.AFPonline.org/cmseminar

CTP Review

Bethesda, MD June 2-4, 2009
Toronto June 9-11, 2009
www.AFPonline.org/ctpreview

Electronic Payments 101
New York City May 1-2, 2009
www.AFPonline.org/epay101

Financial Risk Management
Chicago June 18-19*
www.AFPonline.org/finrisk

International Cash
Management Strategy
Boston May 20-22, 2009
www.AFPonline.org/icms

AFP’

Payments Forum | ne. v
April 29— May 1, 2009 -

Join your corporate peers at the fifth annual AFP Payments Forum
and tap into the insights of other companies facing similar payments
challenges. Return to the office with practical solutions and innovative

ideas for business efficiencies.

Register Today!

Webinars

The Value Proposition for Bank
Scorecards: Utilizing the AFP Bank
Scorecard to Evaluate Banking
Relationships

Wednesday, April 1, 3:30-4:30 p.m. ET

Business Continuity:
As Important As Ever!
Thursday, April 2, 3:30 - 4:30 p.m. ET

Job Searching in a Down Economy:

How to Find Your Next Job
Wednesday, April 8, 3:30 - 4:30 p.m. ET

CTP

Deadlines for CTP Exam
June/July 2009 Testing Window
Final: April 17, 2009
www.AFPonline.org/CTP

Forums

AFP Payments Forum

New York, NY

Apr. 29-May 1, 2009
www.AFPonline.org/payments

AFP Retail Treasury Forum
New York, NY

Apr. 29-May 1, 2009
www.AFPonline.org/retail

AFP Global Corporate Treasurers
Forum

Dallas, TX

May 13-15, 2009
www.AFPonline.org/global

AFP of Canada Treasurers Forum
Montreal, QC

June 17-19, 2009
www.AFPonline.ca/Forum

AFP is looking for smart corporate
practitioners like you.

Tell us about a recent finance-related problem that
you solved. Whether you patched a legacy system, in-
creased visibility in accounts receivable, reduced float
...or solved something totally different-let us know!

We'll publish your great idea, and each month AFP
will award a small prize to the best (Note: This is unre-
lated to AFP’s Pinnacle Award). Plus, you will bask in
respect and accolades from your peers!

Send your ideas to problemsolved @ AFPonline.org.

A
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