LETTER

R.O.C. BANKERS ASSOCIATION

From
:
R.O.C. Bankers Association

Ref. No.
:
Chuen-Hsin-Tze-1369

Date
:
June 3, 2003

Subject
:
To implement the IRF rate subsidy mechanism in connection with the Plan for Conversion to IC Credit Cards, the provisions for activating the IRF subsidy and follow-up matters are as follows.  Please take note. 

Explanation:
1.
This is done in accordance with the "Rules for IRF Rate Adjustment to Subsidize Acquirer's Costs in Converting POS Machines" (the "Rules") enclosed with the letter, dated April 17, 2003 (Ref. No.  Chuen-Hsin-Tze-0915). 

2. In accordance with of Article 6, Items 4 and 5 of the Rules, the Acquirers qualified for IRF subsidy are those who have completed the tests of the mainframe conducted by the Clearing Center (NCCC), and the EMV main computer systems (including authorization and clearing function) and have passed the tests conducted by NCCC, FISC or the respective credit card international organization.  Thereafter, the IRF on general purchase transactions of all credit cards executed by the IC card point of sale terminals installed by such Acquirer may be adjusted from the current 1.55% to 1.5058%.
3. The kind assistances of national organizations such as NCCC, FISC, and VISA, MasterCard and JCB is requested to advise us by e-mail when the EMV main computer systems of any Acquirer have passed the tests of your institution, with copy to the Representative of NCCC.  (the NCCC Representative is Ms. Wu Wen Ting, e-mail address: sandra@nccc.com.tw) so as to handle system revision as soon as possible.
4. The effective date of activation of the IRF subsidy of the Acquirer is the date falling two clearing transaction days after the date the NCCC receives the above e-mail (such activation to be confirmed to this Association by e-mail).  If Termination is required under Article 7, Item 5, of the Rules, NCCC shall handle same as above.
5. The temporary representative of our association is Ms. Kao Hsien Hua, whose e-mail is cindykao@ba.org.tw.

R.O.C. Bankers Association
Authorizing the Secretary General to decide and enforce
ATTACHMENT TO
BA LETTER, DATED
JUNE 3, 2003

LETTER

R.O.C. BANKERS ASSOCIATION

From
:
R.O.C. Bankers Association

Ref. No.
:
Chuan-Hsin-Zi-0915

Date
:
April 17, 2003

Attachment:
As Text
Subject
:
"R.O.C. Bankers Association Plan for Conversion to IC Credit Card – Rules for IFR Rate Adjustment to Subsidize Acquirers' Costs in Converting POS Machines". Please take note and handle accordingly.
Explanation:
This case has been approved by the 1st Committee Meeting of the Credit Card Business Committee of the Bankers' Association held on April 4, 2003, and reported to the Bankers' Association for approval.
R.O.C. Bankers Association
Authorizing the Secretary General to decide and enforce

ATTACHMENT TO

BA LETTER, DATED
APRIL 17, 2003
R.O.C. BANKER ASSOCIATION PLAN FOR

CONVERSION TO IC CREDIT CARDS ("PLAN")-

RULES FOR IRF RATE ADJUSTMENT TO

SUBSIDIZE ACQUIRERS' COSTS IN CONVERTING POS MACHINES

As approved by the R.O.C. Bankers Association ("BA")

On April 4, 2003

1. These Rules are promulgated pursuant to the resolution of the 1st Executive Board Meeting of the 7th Board of the R.O.C. Bankers Association ("BA") held on August 29, 2002.

2. These Rules constitute the implementation rules for adjusting IRF to subsidize Acquirers' conversion of POS machines under the Plan.  The subsidy for EMV IC Verification Credit Card Readers ("EMV IC Card Readers") shall be paid to Acquirers by card issuers by adjusting IRF rates.

3. These Rules are intended to provide confirmation that EMV IC Card Readers meeting EMV IC Credit Cards' trading requirements are installed by Acquirers so as to ensure that EMV IC Credit Card transactions can be executed.

4. The Clearing Center for this Project is the National Credit Card Center ("NCCC") as appointed by the Credit Card Business Committee (the "Committee") of the BA.

5. Institutions subject to the Rules:

(1) Clearing Center:  NCCC

(2) Acquirers:  Institutions engaging in the business of accepting and processing merchant sales slips, the main computer systems and the clearing systems of which have been tested and approved by NCCC, FISC or the respective international credit card organization through their processing networks.

(3) Card Issuers:  Domestic institutions which engage in the business of credit card issuance, such as banks, cooperatives, specialized credit card companies, etc.

6. Operation and Management Rules:

The subsidizing of Acquirers via IRF adjustment shall be handled in accordance with the Committee's November 6, 2002 letter (Ref. No. Chuan-Hsin-Zi-2590).

(1) Implementation Period:  From January 1, 2003, to December 31, 2006, the current IRF rate of 1.55% shall be adjusted to 1.5058%.

(2) All transactions that are completed though EMV IC Card Readers and transmitted to Acquirers' main computer systems and the Clearing Center for interchanging debit/credit information shall come under these Rules.

(3) The EMV IC Card Readers installed by Acquirers shall have the capacity to execute transactions done by credit cards issued by other banks.

(4) Acquirers, the EMV main computer systems (including authorization and clearing function) of which can process and transmit EMV IC Credit Card transaction data and which have passed the tests conducted by NCCC, FISC or the respective credit card international organization though its network, may receive the subsidy once the aforementioned testing institutions have submitted a report to the Committee.

(5) An Acquirer will be entitled to the subsidy under this mechanism only after tests of its mainframe have been conducted together with the Clearing Center to confirm that such mainframe meets required specifications (please refer to "System Specifications of Acquirer Installed IC Card Point of Sale Terminals" for relevant specifications for testing each Acquirer's main computer networking system).

(6) After an EMV IC Card Reader has processed data, data from transactions done by magnetic and IC credit cards issued by other banks, shall be transmitted by the Acquirers' main computer systems to the Clearing Center (including NCCC and FISC) for card issuing and to the Acquirer for processing the interchange of debit/credit trading information and IRF subsidy cap control.

(7) The clearing Center shall implement relevant operations for providing the IRF subsidy to Acquirers according to the aforementioned process and produce and submit a report to this Committee and Project Management Office for handling.

(8) Cap on IRF Subsidy:

The Committee will set a cap on the subsidy according to the following formula:

The number of EMV IC Card Readers reported to this Committee by each Acquirer on December 31, 2001 for registration times the subsidized amount for each Card Reader.

7. Auditing.

(1) The test to confirm that the authorization and clearing function of an Acquirer's main computer system can process and transmit EMV IC Credit Card transaction data shall be conducted by NCCC, FISC or the respective international credit card organization.  After conducting such test, the relevant testing institution shall report the test results to this Committee for confirmation.

(2) Acquirers shall submit a monthly report to the Committee of the number of newly installed EMV IC Card Readers for the Committee to review.

(3) Audit personnel designated by the Committee will conduct on-site sample tests from time to time at the places of business of merchants which have completed installation of EMV IC Card Readers, and, together with Acquirers' personnel, visit such merchants to conduct trading tests on the EMV IC Card Readers.  

(4) Audit personnel designated by the Committee to conduct sample tests on merchants from time to time shall complete and confirm the test results within three working days.  The testing confirmation report shall be prepared upon completion of the work and submitted to the Committee for review and approval.

(5) In the event that an Acquirer violates Article 5 (2) or Article 6 (3), (4) or (5) of these Rules, upon confirmation of such violation, the Committee will notify the Clearing Center to adjust the favorable clearing rate enjoyed by such Acquirer to a normal clearing rate effect from the second settlement day thereafter until such Acquirer corrects its violators.

(6) After an Acquirer has corrected its violations, and the Committee and NCCC (Clearing Center), FISC or the respective international credit card organization have confirmed that the violation was corrected, the favorable clearing rate will be reinstated effective from the second settlement date thereafter.

(7) Disputes shall be handled by a conciliation meeting called and held by the Committee.

8. Matters nor provided for in these Rules shall be handled in accordance with applicable laws and regulations.

9. These Rules shall become effective after being passed by a resolution of the Committee and reported to the BA for approval.  The same procedure shall apply to amendments of these Rules.
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