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Demystify payments for all 
businesses. 

Our Mission
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Understanding interchange plus pricing, each 

line item in a merchant statement, and what 

can be negotiated or reduced can be 

confusing.

Problem
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Fee Types and Stake-holders

Pass-through Fees

Interchange Plus Explained
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Mark-up Fees

Card Networks

Issuing Banks

Merchant account provider

Gateway

Acquirer

Risk management

These include Visa, Mastercard, Discover, and 
American Express and can sometimes include 
debit networks like Star, NYCE, and Accel. The 
networks govern the interchange fees to 
process credit cards in the US and worldwide. 

The financial institutions that issue consumer 
credit and debit cards. Each card carries an 
interchange rate that is based on several 
factors. 

Payment services providers will typically work 
with a partner bank to provide a merchant 
account which is a bank account that facilitates 
receiving various kinds of electronic payment 
including credit and debit cards.

These securely transmit payment data between 
merchants and payment processors. Some 
gateways also include a token repository,
however, tokenization may be provided by a 
separate vendor. Gateways may include 
elements of orchestration or intelligent auth 
retries or these may be provided by a separate 
vendor.

Financial institutions that belong to the card 
networks and have the ultimate liability for 
handling and settling payments for merchants 
with issuers. Traditionally, acquirers handled 
processing, payment gateway, and merchant 
account services together, but now many will 
sponsor others to do this on their behalf. 

Standard security checks like AVS, CVV, and 
now 3DS almost always exist at the gateway 
level, however, modern fraudsters and friendly 
fraud necessitate more advanced tools that 
automate disputes and intelligently reject 
fraudulent transactions. 



Fee Types and Stake-holders

Interchange Plus Explained
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Payment data is moved between various 

stake holders. The goal of every merchant 

should be to reduce costs while getting 

the highest quality relevant value-added 

services.

Lifecycle of a payment



Fee Types and Typical Fee Names

Pass-through Fees

Interchange Plus Explained
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Mark-up Fees
• Interchange costs, e.g., VI-BUSINESS CARD 

TR4 CNP
• Assessments

o Card brand fees, e.g., VISA NETWORK 
FEE CNP

o Card network auth fees, e.g., NETWORK 
AUTHORIZATION FEE

o Cross-boarder fees, e.g., VISA INTL 
SERVICE FEE

o CVV & AVS fees, e.g., CNP AVS FEE
o Digital enablement fees
o Some dispute fees
o Authorization misuse fees
o Downgrades

• Discount rate
• Gateway authorization fees
• Chargeback fees
• Other miscellaneous fees

o Statement fees
o Batch settlement fees
o PCI compliance fees
o Services like Clover, Solveras, Payeezy, 

etc. 
o Monthly gateway fees
o Membership fees
o Commercial card savings fees

Generally, mark-up can be 
negotiated and pass-
through, i.e., interchanged 
cannot be. 

Fee names can vary widely 
from one vendor to the 
next. Interpreting which 
fees are negotiable, which 
fees can be reduced 
through optimization, and 
which fees are fixed is 
challenging for most 
business owners.



Understanding Merchant 
Statements 
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Mark-Up: Discount and Transaction Fees

Understanding Merchant Statements
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Example statement pulled from the public internet: https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf

These per transaction fees are negotiable with PSPs 
and are occasionally charged in addition to the 

discount rate and authorization fee. These fees are 
being charged on both initial capturing of funds as 

well as on refunds. 

The discount rate is also negotiable. This discount 
rate is being charged as 20bps for Visa and 

Mastercard and 25 bps for Discover cards. These 
rates are being charged on the gross volume and not 

refunded if a transaction is refunded. 

All fees highlighted here are negotiable. Each 
vendor may apply them differently by charging 

varying amounts by card type, choosing to 
return fees on refunds, only charging on 

captured transactions and not refunds, etc. 

https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf


Mark-Up: Authorization & Chargeback Fees

Understanding Merchant Statements
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These per transaction fees are charged on each 
authorization which is always greater than the 

number of captured transactions. These fees are 
also negotiable with vendors. There is also a fee for 
AVS charged by the PSP on a separate page titled, 

“INTERNET AVS AUTH FEE.”

The chargeback rate is incurred each time a 
customer issues a chargeback. This is typically not 

refunded if a chargeback is won. The normal 
chargeback rate for a business is <0.5%.There is a 

chargeback fee on a separate page titled, “DISCOVER 
CHARGEBACK FEE.”

Mixed in with the mark-up fee types shown in 
this section there are several  card network fees, 

i.e., assessments. These fees can be easily 
confused with mark-up but cannot be 

negotiated with a PSP. 

Example statement pulled from the public internet: https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf

https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf


Mark-Up: Authorization & Chargeback Fees

Understanding Merchant Statements
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There are several miscellaneous fees in this 
statement that many vendors use to subtly drive up 
their mark-up. These fees are negotiable and are not 
included by many PSPs. On a separate page there is 
another miscellaneous fee titled, “NON-RECEIPT OF 

PCI VALIDATION.”

Mixed in with the mark-up fee types shown in 
this section there are several  card network fees, 

i.e., assessments. These fees can be easily 
confused with mark-up but cannot be 

negotiated with a PSP. 

Example statement pulled from the public internet: https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf

https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf


Assessments

Understanding Merchant Statements
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The assessments charged by the card networks are 
scattered throughout the statement in multiple 
sections in the case of this merchant statement. 

These fees are charged by the card networks 
and are not negotiable, however, they can 
occasionally be adjusted down by changing 

authorization behavior. It can also be possible to 
avoid cross-boarder fees by domiciling in 

multiple regions.

Example statement pulled from the public internet: https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf

https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf


Interchange

Understanding Merchant Statements
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Interchange fees are often listed in multiple 
locations in a merchant statement and that is the 

case here. You can see in this statement that 
interchange fees are refunded when a refund occurs 

which is always the case in an interchange plus 
pricing model. 

Interchange fees cannot be negotiated,
however, they can be significantly adjusted 

down in many cases. Authorization behavior, 
network tokens, level II and level III data, and 
least cost routing can all reduce interchange 
costs creating large amounts of savings for a 

business. These changes can have a larger 
impact on a business’s bottom line than the 

negotiation of mark-up with a PSP.
Example statement pulled from the public internet: https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf

https://cdn2.hubspot.net/hubfs/400547/Sample_Statement_3.pdf


How can we help your business?
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Book a free consultation today. 
Our team can help you quickly understand your opportunity for fee 
reductions and handle commercial negotiations for you so you can get 
back to running your business. 

Consulting
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Link to our appointments page.

(302) 217-3188

info@reformpayments.com

https://www.reformpayments.com/appointments
tel://13022173188/
mailto:info@reformpayments.com


Thank you

Reform Payments Consultants LLC

info@reformpayments.com
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