[= paytrinsic

THE COMPLETE
GUIDE to COMPLIANT FEE-
RECOVERY PROGRAMS

Cash Discount | Service Fee | Surcharge | Convenience Fee

Everything You Need to Eliminate Processing Fees - the Compliant Way

Disclaimer: This material is for informational purposes only and does not constitute legal advice.
Always confirm requirements with your acquirer, card brands, and legal counsel. Rules may
change; this guide reflects public guidance and Visa Business News updates as of October 2025.
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SECTION 1 - THE PROBLEM

Why Most Fee-Elimination Programs Fail

Every year, small and mid-market businesses in the United States lose over $40 billion in
processing costs — most of which is preventable. For merchants processing between $500,000
and $10 million in card volume, the difference between a compliant and non-compliant “zero-fee”
program can determine whether their savings last or their accounts get terminated.

Most fee-elimination programs fail for one of four reasons: mislabeling, non-compliance, poor
implementation, or lack of documentation.

1. Mislabeling: The Costliest Mistake

Many sales reps pitch “free credit card processing” or “0% programs,” but in reality, theyre
misrepresenting the pricing structure. A “cash discount” program must show a posted cash price
and a higher card price, not the other way around. When merchants simply add a fee on top of
their posted prices, it's a surcharge — and in ten U.S. states, that's still illegal.

Visa and Mastercard have both taken action against processors that promote “zero-fee” or “no-
cost” plans without proper distinction.

When the program is misapplied:

¢ The merchant may violate state consumer protection laws,
e Card brands may fine or terminate the merchant account, and
e Processors risk network-level sanctions or reputational damage.

v EXAMPLE:
A midwestern auto repair chain implemented a “service fee” program through an
unregistered ISO. The signage said, “All credit card transactions incur a 3.5% service fee.”
Within six months, Visa issued a compliance notice, and the processor terminated the
account — costing the business thousands in re-onboarding fees and lost customer trust.

2. Non-Compliance: The Invisible Threat

Even when merchants mean well, many “cash discount” or “service fee” setups violate brand rules.
The most common compliance failures are:

¢ No visible signage informing customers before purchase,

e Missing line-item disclosures on receipts,

e Incorrect fee amounts exceeding the true processing cost,

e Failure to register surcharge programs with Visa or Mastercard.
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3. Poor Implementation: The POS Problem

Compliance is not just legal paperwork — it's technical execution. Most point-of-sale (POS)
systems weren't built for complex dual-pricing logic, and DIY modifications often introduce
inconsistencies.

Common setup failures include:

e Displaying incorrect total on-screen vs printed receipts,

e Charging debit cards the same fee as credit cards (a violation of the Durbin Amendment),
e Applying service fees on tax amounts (non-compliant in multiple states),

e Not training staff to explain the policy confidently.

Customers notice inconsistency faster than pricing changes. A confused cashier or a
mismatched total is all it takes for a dispute — and one chargeback investigation can wipe out
months of savings.

4. Lack of Documentation: When “Proof” Matters Most
Visa and Mastercard require merchants to maintain documentation showing:

e Registration (for surcharges),
e Signage compliance, and
e POS system configuration.

In practice, few SMBs keep this organized. When a dispute arises, the merchant has no written
proof of compliance, which leaves them vulnerable even if they were operating correctly.

“If you can’t show compliance, the networks assume non-compliance.”

A well-designed compliance program is therefore not just a legal checkbox — it's a defensive
system that protects revenue, reputation, and operational continuity.

Conclusion: The Opportunity Behind the Problem

While these issues are widespread, they also create a massive opportunity. Businesses that adopt
a properly implemented, legally compliant fee-elimination strategy typically:

e Reduce total processing expense by 60-90%,
e Improve cash flow by $30,000-$60,000 annually, and
e Achieve near-zero attrition once the program stabilizes.

For mid-market merchants — especially those in service, retail, and hospitality — compliance is
not red tape; it's a competitive advantage.
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SECTION 2 - LEGAL FRAMEWORK

Cash Discount vs Service Fee vs Surcharge vs Convenience Fee

Each approach offsets acceptance costs, but rules differ across law, card-brand policy, and
operations. Use the model that fits your MCC, channel, and state.

Program . Legal Status .

Definition Key Requirements Use Cases

Type (2025)

Cash Post card price; Legalin all 50  Signage; receipt Retail,

Discount discount for states. shows discount line; Restaurants
cash/check. genuine dual pricing.

Service Fee Disclosed fee to Legal per Receipt “Service Fee”;  Ultilities,
recover costs for Visa/MC for fee < actual cost; Municipal,
eligible MCCs permitted 2025 Visa: no Education
(gov/edu/utilities incl. MCCs. registration,

4900). same-transaction.

Surcharge % fee on credit Legal in 40 30-day Visa/MC Pro.

transactions only. states; registration; cap 3% Services,
prohibited in or actual cost; never B2B, E-Com
CA, CO, CT, on debit.
KS, MA, ME,
NY, OK, TX,
PR.

Convenience Flat $ for alternate Legal if Must be flat amount; Remote

Fee channel applied not for face-to-face; Billing,
(online/phone/mail). uniformly. must offer no-fee Ticketing

option.
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The Durbin Amendment and Debit-Card Implications

The 2010 Durbin Amendment (part of Dodd-Frank §920) limits debit-card interchange and protects
merchants from being forced into one routing network. Its practical effect: surcharges cannot be

applied to debit transactions, ever—even if the debit card runs on a credit network (Visa Debit,

Mastercard Debit). Violating this rule exposes merchants to card-brand penalties and state

enforcement actions.

Practical POS Tips for Durbin Compliance

Identify debit vs credit BIN ranges in your POS.

Exclude debit cards automatically from any surcharge logic.

Use “BIN range alerts” in gateways like NMI or TSYS to prevent accidental debit surcharges.
Display a clear “Debit - No Fee” message on receipts.

Card-Brand Rules (2025 Highlights)

Visa

Registration required only for surcharge programs (not for service fees).
30-day notice to acquirer and Visa for any surcharge program.

Cap = 3% or actual processing cost, whichever is lower.

Must display signage at the entrance and checkout:

“A surcharge of [X]% is assessed on credit-card purchases but not on debit-
card transactions.”

Service Fee programs now simplified:
o No registration required.
o Single transaction (fee and sale together).
o Expanded eligibility to MCC 4900 (Utilities).
Receipts must itemize the fee or discount as a separate line.

Mastercard

Mirrors Visa's 30-day registration rule.

Requires merchant’s merchant-ID, acquirer name, and surcharge rate.
Allows network-level audits.

Debit-card prohibition identical to Visa.

Discover / American Express

Do not require registration but enforce state law limits.
Expect the same disclosure and receipt requirements as Visa/Mastercard.
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e Maximum fee =3 %.
e Must offer a no-fee alternative payment method.

State Law Variations

As of 2025, surcharging is prohibited in:
California, Colorado, Connecticut, Kansas, Maine, Massachusetts, New York, Oklahoma,
Texas, and Puerto Rico.

Several states that once restricted surcharges (e.g., Florida, Washington) now allow them following
court decisions, but still enforce strict signage and disclosure rules. Cash discounting, however,
remains legal nationwide because the customer chooses to pay the higher price by card.

e Ifyour program adds a fee after displaying a base price, you're surcharging.

e Ifyour program shows the card price first and discounts cash buyers, you're cash-
discounting.

e If your program adds a labeled service fee to recover costs in approved
categories, you're a service fee.

Convenience Fee Scenarios

Convenience fees apply only when a customer uses a non-standard channel — for example:

e A utility that normally accepts in-person checks charges $2.95 for online credit-card
payments.
e Acity court offers phone payments with a $3 flat fee.

These fees must be fixed amounts and applied equally to all cards, credit or debit. Convenience
fees are not a percentage and cannot be charged at the counter. Trying to use this model in-store
is a common reason for merchant violations.

Key Takeaways

1. Cash Discount = Compliant everywhere if the discount is genuine and visible.
Service Fee = Newly expanded under Visa's 2025 rules for utilities, government, and

N

education sectors.

Surcharge = Powerful tool but legally limited by state and card-brand rules.
Convenience Fee = Niche option for utilities, government, and professional services.
Debit Cards = Never subject to surcharges or fees tied to credit-rates.
Documentation = Mandatory for any program involving fee pass-throughs.

o v AW
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SECTION 3 - IMPLEMENTATION CHECKLIST

A compliant fee-elimination program isn't just a pricing model — it's a process that touches every
part of your operation. From signage to staff training, each element plays a role in ensuring your

savings are legitimate, sustainable, and defensible.

Step Action

Purpose / Compliance

1 Select model (Cash Discount / Service Fee / Surcharge /
Convenience Fee)

Matches state & brand
rules

2 If surcharging, file 30-day registration (Visa/MC) Required for surcharge
only

3 Configure POS/gateway (exclude debit; fee on subtotal, not Durbin & calculation

tax) accuracy

4 Receipts: show “Cash Discount” / “Service Fee” line item Disclosure & audit trail

5 Entrance & checkout signage Card-brand requirement

6 Staff training & 30-sec script Consistency; reduce
disputes

7 Pre-launch tests on Visa/MC/Amex/debit Validate logic & refunds

8 Compliance binder (docs, screenshots, receipts) Proof during audits

9 Quarterly review (rates, signage, updates) Ongoing compliance
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Staff Training Tips

Your team is the first line of defense against confusion and chargebacks. A 30-second explanation
can defuse most objections.

Recommended Script:

“We offer a discount for customers paying with cash or check.
Card payments include a small service fee to cover processing costs.
Either way, you'll see it clearly listed on your receipt.”

Training ensures consistency. Even one employee saying, “We charge extra for cards” instead of
“We offer a discount for cash” can change the legal classification of your program in the eyes of
regulators.
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SECTION 4 - COMMON MISTAKES & FIXES

Even with good intentions, merchants often trip over preventable errors.
Here are the most frequent issues — and how to correct them.

Mistake Consequence Fix
Calling a surcharge a lllegal in many states; Use genuine dual pricing (card price
“cash discount” brand action posted; cash discount line on receipt)
Applying fees to debit Durbin violation; acquirer  BIN-based debit exclusion
termination
Fee on tax Misstates price; audit Apply % to subtotal only
failure
Over-recovery (> actual Considered < 3% or actual cost, whichever is lower
cost) profit-seeking
Missing signage/receipts Fines; chargebacks Entrance + checkout signage; itemized
receipts

Documentation Standards

e Treat compliance like bookkeeping — if it's not documented, it doesn't exist.
Maintain a digital “Compliance Binder” containing:

e PDF of all required signage (entrance, POS, and receipts).

e Card-brand registration confirmations (if surcharging).

e Processor and acquirer agreements.

e POS screenshots showing configuration.

e Quarterly self-audit checklist.

e During any inquiry, these documents demonstrate good faith compliance — often enough
to satisfy regulators and card networks without penalties.
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Visual Example

Entrance Sign Example (Cash Discount Program)

“To keep our prices low, all displayed prices reflect the credit price.
Customers paying with cash or check receive an immediate discount.”

Receipt Example (Dual Pricing):

Subtotal:  $100.00
Cash Discount: -$3.00
Total: $97.00

These details prove to auditors that your program is structured around price transparency, not fee
avoidance.

Summary

Implementing a compliant service-fee or cash-discount program isn't complicated — it's
procedural. If you can document each step in this checklist, you're already more compliant than
90% of merchants running similar programs.
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SECTION 5 - HOW PAYTRINSIC ASSURANCE

HOW PAYTRINSIC ENSURES COMPLIANCE

A properly executed program requires more than legal awareness — it requires systems,
documentation, and oversight. That's where Paytrinsic's Compliance Assurance Process makes
the difference. We combine regulatory expertise, technology integrations, and operational
discipline to make sure your program stays both profitable and protected.

Our Compliance Assurance Process

Step 1: Initial Review and Qualification

Every engagement begins with a Compliance Review. We examine your business model, location,
and card mix to determine which structure — cash discount, service fee, or surcharge — best fits
your legal environment and customer experience.

Deliverables:

e Written summary identifying your eligible program type
e List of applicable state and network restrictions

e Estimated monthly and annual savings

¢ Implementation timeline

Step 2: Documentation & Signage Kit
We provide a ready-to-print signage package and compliance documentation binder that includes:

e Entrance and POS signage (Visa/Mastercard wording templates)

e Receipt examples for both cash discount and service fee programs
e Card-brand registration checklist

e Employee training guide

Everything is customized to your business type and reviewed for accuracy.

Y. “In compliance programs, clarity is protection. The right sign at the door is worth more than

any legal disclaimer.”
Step 3: Card-Brand Registration & Processor Coordination

If your model includes surcharging, Paytrinsic manages the full registration workflow:

e File 30-day registration with Visa and Mastercard
e Coordinate with your acquiring bank
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e Configure rate caps (never above 3 %)
e Verify exclusion of debit transactions

This step ensures your setup is on record with card networks — a vital safeguard if a customer
dispute occurs.

Step 4: POS Configuration & Testing
We work directly with your gateway or POS provider to verify:

e Proper debit/credit detection

e Accurate receipt line-items (fee or discount)
e Fee applied before tax

e Refund logic that reverses the fee correctly

Testing is performed with real card transactions to confirm end-to-end compliance before go-live.
Step 5: Ongoing Monitoring & Support

Compliance is not static — rules evolve.
Paytrinsic offers continuous monitoring that includes:

e Quarterly account reviews and compliance audits

e Real-time alerts for network rule changes

e Signage updates if wording requirements shift

e Access to our internal compliance portal for documentation storage

This proactive oversight prevents minor mistakes from turning into expensive violations.

Before & After Example

Scenario Before After

Processing Volume  $1.2mm/yr $1.2mm/yr

Fees Paid $36,000 / year (3%) $4,200 / year (0.35%)

Savings — $31,800 / year (88% reduction)
Compliance Unverified “zero-fee” provider ~ Documented, brand-aligned, monitored
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That 88 % reduction isn't theoretical — it's the real outcome for a merchant who implemented a
fee-reduction program the right way.

Paytrinsic’'s Value Proposition

Unlike generic processors or “free-processing” schemes, Paytrinsic specializes in helping growing
merchants access enterprise-grade programs with small-business support.

Our differentiators:

e 20 +years of experience in payments, compliance, and risk management

e Expertise across high-complexity verticals (municipal, utilities, B2B, hospitality)
e Partnerships with top acquirers and payment gateways (for global coverage)

e Transparent, flexible pricing — no long-term contracts

In short: Paytrinsic combines the expertise, consultative support along with the technical solutions
to have a successful compliant fee-recovery program.

Contact & Next Steps

For a compliance review or to discuss your current processing setup:

¢ Contact: 1-800-632-4680
Email: info@paytrinsic.com
Website: www.paytrinsic.com

\ Schedule your Compliance Review today and learn how to eliminate up to 90% of your

credit-card processing costs — the compliant way.
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Appendix - Key Resources & References

Visa Business News (Gov & Edu, 2025) — Service-fee update: no registration;
same-transaction; MCC 4900 added

e Mastercard Rules 85.11 — Surcharge disclosures & registration
e Durbin Amendment 8920 — Debit fee limits and routing

e NACS Cash Discount Toolkit — Best practices for signage and pricing transparency

Federal Reserve Regulation Il — Debit interchange & network routing

Disclaimer: For informational purposes only; not legal advice. Confirm requirements with your
acquirer, card brands, and counsel. Rules change; this reflects guidance as of Oct 2025.
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