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CHASE PAYMENTECH SOLUTIONS

Business Drivers Strategic Responses Technology Priorities
1. Death of the Four-Party Model 1. Fee for services supermarket 1. Smaller, disaggregated buys
2. Globalization 2. Point of sale enhancement 2. Services oriented architecture (SOA)

3. Blur between general purpose and

3. Merchant aggression closed loop 3. Chip and PIN

4. Customer clout 4. Payments as a business 4. Integration at the point of sale
5. Acquirer/processor scale 5. Security as a business driver 5. Core system overhaul

6. Security 6. Global consolidation 6. Near-field communication

7. Cross-border consolidation/ : :
7. New technology ) L 7. Biometrics
in-country consolidation

8. New products 8. POS rewards 8. Modeling for credit risk and fraud risk
9. Regulation/litigation 9. Cross-merchant alliances 9. Automated profitability measurement
10. Payments as a Business 10. Brand centrality 10. Product “globalization”

©2007, Chase Paymentech Solutions, LLC. All rights reserved.
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Party Model



Systems for Consumer [RESEIVIN: susines

CUSTOMER

MERCHANT

Customer and merchant
transact and settle directly

Examples:

» Cash sale

» Barter sale

» Bilateral agreements

©2007, Chase Paymentech Solutions, LLC. All rights reserved.
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Purchase Transactions S

Customer and merchant
transact and settle through
the same intermediary

Examples:
» Discover

» American
Express

MERCHANT

Customer and merchant
transact; customer bank
interacts with merchant bank

MERCHANT
BANK
Example:

» Credit card or debit card
Source: TowerGroup .



No Single Scale Player
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Card Processing

The Card Transaction Value Chain
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Source: TowerGroup6
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Driver 2: Globalization
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Candidates for Cross-Border Card
Processors In the E.U. 2006

Tier 1 IT Market

Tier 2 IT Market » Highly competitive deals

» Small IT markets but growing rapidly » In-country decision making

» High IT innovation in financial services » Growing domestic markets offer scale

» Large “early adopter” consumer market business models Tier 4 IT Market

» Center of EU accession IT market focus  » Tiny IT markets
CSC/Deu‘e Bank and financial
services industry

‘ » Negligible IT

spending relevant

Euronet for niche players

Tier 3 IT Market

» Small IT markets,
growing rapidly

» Operational efficiency

remains a challenge

Functionality

Experian

‘ International marques
Market presence O EU cross-border alliances

Vendors/institutions
Note: This is a placeholder for notes regarding the exhibit. Exhibit #: 32:01C-E1
(1) Thisis a placeholder for footnotes regarding the exhibit. Source: TowerGroup

©2007, Chase Paymentech Solutions, LLC. All rights reserved.



More Candidates for Cross- R S
Border Card Processors In *ISTEPAHEAD I Leaders’
the E.U. 2006 o

Business

CSC/Deu e Bank

Essentis
Interpay

inS

Functionality

TSYS

Experian = XA

Vis

Q International marques
resence O EU cross-border alliances
‘ Vendors/institutions

Note: This is a placeholder for notes regarding the exhibit. Exhibit #: 32:01C-E1
(1) This is a placeholder for footnotes regarding the exhibit. Source: TowerGroup 9
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Global Challenges to the
Merchant Acquiring
Business Model (2006)

Business
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Summit

Functional .

i

IMPACT OF POSTCONSOLIDATION
GLOBAL ENVIRONMENT
EXPANSION

ASSOCIATION

FRAUD AT
SOINT OF SALE Financial RELATIONSHIPS
REGULATORY
MERCHANT
LIQUIDITY AND m |
PRICING E

IMPACT OF

EMERGING
DATA NEW MARKET TECHNOLOGIES

SECURITY ENTRANTS

Exhibit #: 48:02K-E6
Source: TowerGroup
©2007, Chase Paymentech Solutions, LLC. All rights reserved.



Global Merchant
Acquiring Value Chain [IMBEZE: Leaders

Summit
(2006)

Business

» Provides a good » Provides platform
or service > Routes for many
» Initiates > Pays acquiring transaction merchants and
purchase fee » Pays acquirer » Pays merchant many customers

Gives

Cardholder Association

Gets
» Receives » Pays fair price » Has greater » Gets share of » Gets share of
purchase settlement of transaction interchange fee interchange fee
» Has choice of sale volume
card payment » Has access to » Gets share of
method broad range of interchange fee
customers

Exhibit #: 48:02K-E3
Source: TowerGroup 12
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Driver 4: Customer Clout

143
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Debit, a Disruptive Product, Has Largely
Been a Creation of Its Own Users:
consumers

US Debit Card Volume (USD in Billions)

$1,000
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Ao
600 L
OQ*
™
400
0
200 - CAGR = 1170
O |
O N b D X B A DD QDN D N O

Source: TowerGrou;l)4



Global Transaction VVolumes for Credit, Debit,
and Prepaid Cards (2000-10E)

(Transactions in Billions) CAGR
=50%
180 -
160 - I PREPAID
1) m DEBIT R
I1 CREDIT =18%
120 -

CAGR
60 -
=9%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: TowerGroup
15
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Driver 5. Acquirer/Processor
Scale
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US Merchant Acquiring EXSS
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Market Share (2007E)

First Natnl

Hearland 2%
3%

RBS/Lynk
2%

Global
4%

Chase
Wells Paymentech
5% 33%

Fifth Third
8%

Nova
9%

First Data BAMS
17% 17%

2006 Market share based on Bankcard volume processed

Exhibit #: 48:02K-E5
Source: TowerGrou&7
©2007, Chase Paymentech Solutions, LLC. All rights reserved.



US Merchant Acquiring T
Transaction Volume by Leaders
Source (2007E)

Business

(In Billions)

CREDIT
24.5 mDEBIT
54%

PREPAID

Total = 45.5 Billion Transactions

Exhibit #: 48:02K-E4
Source: TowerGroup 18
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Driver 6. Security
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US Debit Card Volume
and Debit Card Fraud  [IEOESUEN: gt
Volume (2000-08) '

Business

Volume (USD in Billions)

$1,600 - - 2.5%
1,400 -

- 2.0%
1,200 -

1,000 - - - -/'/.\_ - 1.5%
800 -

600 - - 1.0%
400 -

- 0.5%
200 -

0 \ \ T 0.0%

2000 2001 2002 2003 2004 2005 2006E 2007E 2008E
DEBIT VOLUME —a- FRAUD
Note: Debit cards continue to sustain nearly 20% growth, as fraud tapers off on a higher transaction Exhibit #: 47:12KRCN-E1
base. Total Fraud Loss in 2006 is estimated at $1 billion, excluding chargeback, missed fraud, Source: Federal Reserve, TowerGroup estimates
and customer impact. 20
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Management
Architecture

Prevention Monitoring (Allow, Block, Challenge)

Back-End Monitoring/Detection (Analytics, Scoring, Alerts)
- Case Management (Automated from Discovery to Resolution) {} %
c
GE’ IS _5 Administration/Reporting (Rules, Exceptions, Analysis, Compliance) 8 EMPLOYEES
Q- — = —
o (7)) [ © e o @, 0 Y L | { “ 1 o
c 9 O+ M n * _/ -/ —/ ﬂ
cd|loe . . ﬁ >
c
205_’ 2 'E | BRANCH POS CALL ATM INTERNET MOBILE PARTNER BACK o
a-11%s CENTER OFFICE | ¢
4
o c <
SR | PUEST IR Online Bill saza SERVICE
Og |l | S 5 PROVIDERS
I = -3 | = _ Payment Y
21120 | ES - Debit Card - Q
aoll=e | Zo Credit Online @
Q|8 |a= Card Acct. Opening g {} ﬂ
w —
< = =1
3 D Extraction, Transformation, Loading (ETL)
m - EXTERNAL
T : Tax
S E DDA Lending Payments Reporti DATA
59 EEEE SOURCES
o n
E o U>)~ CIS Fraud Mart ~ Charge-offs Cards Terminals ﬂ

Note: POS = point of sale, ATM = automated teller machine, DDA = demand deposit account, Exhibit #: ViewPoint Issue 174-E1
CIS = customer information system. Source: TowerGroup
©2007, Chase Paymentech Solutions, LLC. All rights reserved.
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Global Penetration of
NFC Devices as a *eSTEP AHEAD e
Percentage of Devices —
Shipped (2005-10e€)

Business

Devices Sold Globally

(|n I\/IiIIions) NFC Devices as a % of All Mobile Devices
900 -
800 - 54% 35%
=7 12%
_ 0
700 <1% 1% I - B NFC-CAPABLE MOBILE
600 - DEVICES SHIPPED
500 - NON-NFC MOBILE
400 - DEVICES SHIPPED
300
200 |
100 -
0
2005 2006 2007 2008 2009 2010

Exhibit #: 42:25KF-E2
Source: TowerGroup estimates2 3
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For-Profit Members of s
the NFC Forum (2005) Summit

Sponsor Associate

Sponsor Members Members (cont’'d) Principal Members Associate Members Members (cont'd)

MasterCard Philips France Telecom 3ALogics Logica CMG

International

Microsoft Renesas Gemplus Cetecom Melexis NV BO
Technology Corp.

Motorola Samsung Innovision Giesecke & Devrient | Meridea Financial
Electronics Software Ltd.

NEC Sony Inside Contactless | Infineon RF Micro Devices

Technologies

Nokia Texas Logitech JCB Siemens
Instruments
Panasonic Visa SkiData LG Smart Systems

Technologies

Exhibit #: 42:25KF-E1
Source: NFC Forum, TowerGroup o4
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Driver 8: New Products

25
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Areas of Potential HSA
Revenue Growth for *STEP AHEAD caders
FSIs

Business

Administrative Fees

» Account setup fees (one time)
» Account servicing fees (monthly)

» Other fees

Card/Transaction Fees

» Load/transaction fees

» Per-transaction interchange

Asset Management Fees
Th e HSA » Annual percentage of assets
Opportunity

under management

Exhibit #: 47:23K-E7
Source: TowerGroup
©2007, Chase Paymentech Solutions, LLC. All rights reserved.
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and Processes of S

US Health Savings

Accounts

Health Savings Accounts

A
r N

Health Savings Account/Card High Deductible Health Plan (HDHP)

» Provides cover for serious injury or illness once
deductible is met

» Designed to cover routine medical expenses
beneath deductible

» Paper based or driven by prepaid card » 2005 deductible minimums = $1,100

» Systems and product coding dictate which single or $2,100 family
products are or are not eligible

Driven by Vendor, Health Plan, or
Driven by Bank, Processor, or Vendor Third-Party Health Plan Administrator

Exhibit #: 43:18K-E5
Source: HSA Bank, TowerGroup
©2007, Chase Paymentech Solutions, LLC. All rights reserved.



Business

Leaders’
Summit

Driver 9: Regulation/litigation
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Milestones on the Road: IR
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SEPA Cards
Implementation (2001-10)

Business

Leaders’
Summit

Interoperability and cost
transparency of national
card schemes mandated

Berlin Group first meets

European Commission EPC formulates A

in Lisbon meeting but does not publish

adopts Financial Cards Working \
Document

Services Action Plan
(FSAP) Hard stop?

12001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Europay and
MasterCard complete Corporations and
merger individuals may use
pan-European
instruments for
domestic payments

29
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Could Europe Develop
Into a Super-France?

Foreign credit and debit (foreigners in France):

E ' Visa and MasterCard . m

Cross-border debit and credit (French abroad):

' Visa and MasterCard I

E Domestic credit; Cetelem, Cofinoga [ ]

E l Domestic POS debit: Cartes Bancaires I ﬁ
E l Domestic ATM: Cartes Bancaires I m

Source: TowerGroup

30
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A Global Topology of the Merchant
Payment Acquisition Function

Compression in
credit and debit; Purchase Venue In Person, Online, Phone, Mail

new players in — :
play = |nternet transactions

prfepa|d . . hod do not require physical
Credit, Debit, or Prepaid Payment Metho A

Processing Venue Magnetic Stripe, Chip, Contactless

New regulatory :
challenges Next-generation

e . : input devices
Association, Private Label, EFT, ISO Transaction Entry

Authentication and . : ] ] w
New regulatory Authorization Signature, PIN, Micro, Biometric, Digital

challenges - Sophisticated
authentication

Card Issuer, Depository Bank, Settlement becomes essential

Prepaid Account Repository

Business Strategy

Note: 2006 global merchant acquisition volume = 2 trillion transactions. EFT = electronic funds transfer; Exhibit #: 48:02K-E1
ISO = independent sales organization. Source: TowerGroup
32
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Time Line of Technologies Leading to
Service-Oriented Architecture (1975-2010)

Internet LAN Web XML Web Services
1980 1990 2000 2010

Business
Integration

--------------------------------------------------------------------------------------- SOA

Mainframe

Note: B2B = business to business, BPM = business process management, EAIl = enterprise application Exhibit #: 48:31NRF-E1
integration, EDI = electronic data interchange, LAN = local area network, Source: TowerGroup
XML = eXtensible Markup Language, WS = Web services. 33

©2007, Chase Paymentech Solutions, LLC. All rights reserved.



Questions “osSierancao

_— /,/\Aé?#/ B\ N\
- Y >
7 b4

(/]

[ ][ [y~ AV A
L] N
l\\\\\l |

A
NNNNREE A H [ ][] /T3 Ly
AN AW [/ /S

tiacobuzio@towergroup.com



°o®
o STEP AHEAD

CHASE PAYMENTECH

Fifth Annual
Business Leaders’
Summit



