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The Dancard History

1983 Paper and signature based solution

Initially transaction fees :
2.00 DKK for the retailer
0.50 DKK for the cardholder
After a few weeks :
0) DKK for the retailer
0) DKK for the cardholder

1984 Electronic and PIN—based solution
All fees: 0 DKK

1984 ATM'’s installed in non-bank locations

All fees: 0 DKK
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The Dancard History TR

1986 National compromise between the retailers and the banks

All fees: 0 DKK

The retailer pays for everything inside_the front door
(POS-terminals, telephone lines, service, etc)

The Banks pays the rest
(network, communication costs, clearing system, back office, etc)

PBS pays a marketing fee to the retailer for each POS-transaction
1986/87 0.80 DKK
1988 0.40 DKK
1989 0.20 DKK




Dancard Statistics o
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Today:

» 3.3 million Dancards of which 2.1 million are VISA/Dancards
» 85,000 retailers

» 2.6 million households




Other cards in the market o

International payment cards:

Eurocard/Mastercard  450.000 over 25 years
Diners 125.000 over 25 years
American Express 25.000 over 5 years
VISA Electron/Maestro 275.000 over 2 years

Local credit cards:

» Accept Card 100.000 over 20 years
e City and Centre Cards 100.000 over 20 years

Petrol cards (deferred debit):

» All petrol companies 2 millions over 25 years




The Danish Payment Card Act (1999) o

§ 14.

Issuing or acquiring cost of the banks can not be imposed on the retailer if:

1) The retailer and the cardholder are physical present
2) It is not a pre-paid card

However, the retailer can be charged:

3) 0.75%  ifitis a Danish issued international payment card
4) anything, if it is a non-Danish issued international payment card

Fees are now allowed on Internet payments
The retaller is allowed to charge the cardholder all bank fees




The Danish Payment Card Act (1999) cont. Tion

Furthermore, it was clearly stated that under the following
conditions § 14 will be removed:

1) if there is a plurality of independent debit card issuers
2) if there is a plurality of independent debit card acquires

3) there must not be any technical obstacles preventing the retailer from using
his Dancard POS-terminal to receive any other payment card

4) there must not be any technical requirements from the Dancard acquirer
preventing POS-terminals of the retailer to connect to other operators than
PBS (Payment Business Systems)




The Monopoly Commission Report May 2002 T

The Report indicated that the 4 conditions for removing § 14 in the Payment Card
Act of 1999 was fulfilled

The retailers and the Consumers Association disagreed and claimed that the 5th
condition: That full and fair competition on the Danish debit card market was not yet
achieved

The Banks lobbied intensively for removal of § 14 and indicated the “death” of the
Dancard, if 8 14 was not removed

-—)

A long and heated public debate followed
The press brought all arguments from the involved parties




The Easter 2003 political agreement Tion

Just before Easter 2003 the Minister for Economic Affairs invited the 3 main

parties: ‘Q .

&

for individual meetings and presented the political compromise to them:
As per 1st of January 2005 the Banks would be allowed to charge:

— The Bankers Association
— The Retailers Association
— The Consumers Association

1) Max. 0.50 DKK per Dancard transaction - the first 5,000 transactions were free
2) 0.4 % (max. 4 DKK) per VISA Electron/Maestro transaction

3) 0.75 % (as previously) per Danish issued international credit card transaction

4) Anything (as previously) per international credit card issued transaction

The retailers are allowed to charge the cardholder
all bank fees
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NOBODY WAS SATISFIED.
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The Easter agreement (cont.) Tion

— The Banks wanted (and felt they were earlier on promised) a free market
without political limitations or interference

— The Consumer Association was both for and against the political
agreement

— The retailers did not want to pay anything and were afraid of being
overcharged in 2010 when the law would be repealed

It gave a long discussion in the Media
Several retailer organisations left the umbrella organisation
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May 2003 - October 2004 Ton

A relatively silent period and by October 2004 the situation was:

— All 3.3 million Dancards were replaced with chip-Dancards
— Only one EMV-terminal supplier was approved by PBS
— Extended response time for all chip card-transactions

— No retailer had been able to negotiate a different price from the
max. 0.50 DKK ( No competition ??)
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November/December 2004 =

The Banks assumed they had done everything correct
and waited

The Banks also assumed that the retailers could not
reach a common agreement on charging the cardholder
the 0.50 DKK fee

That was a misjudgement
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The Media - November/December 2004 =

— The number of articles in the Press and on TV about the unacceptable
response time for the chip-Dancard was growing

— The major supermarket chains got the message on TV: They would
charge their cardholders 0.50 DKK (No competition ??)

— PBS had to admit publicly that only one EMV-terminal supplier would
be approved by 1st January 2005 (No competition ?7?)

— The Banks argued publicly that 0.50 DKK did not cover their cost, so
this was the reason why every retailer - big as small - got the same
price  (No competition ??)
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Beginning of January 2005 o

— The new fee of 0.50 DKK was implemented on 1st January
— Extensive media coverage in all media

— All major retailers charged the cardholder

— 90 % of all cardholders blamed the Banks

AND NOW A PARLIAMENTARY ELECTION
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The Politicians =

2 days into the election campaign

— The Leader of the Opposition (Social Democrat) suggested that the law
should be changed, but did not say how

The next day

— The Prime Minister (Liberal) promised that the cardholder would not have
to pay any fee after the election

The following day

— The Minister of Economic Affairs (Conservative) who is responsible for this
area, said the same, but did not know how he should/could implement it
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The new solution =

After the election, parties representing app. 90 % of the
Parliament decided:

— The Dancard fee of 0.50 DKK is gone. There is no transaction fee any
longer

— The retailers will per shop in the period until 2010 annually pay:
— 500 DKK if they have below 5,000 Dancard transactions annually
— 2,700 DKK between 5,000 and 20,000 transactions annually
— 10,000 DKK if they have more than 20,000 transactions annually

— No changes in the fees for international payment cards
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The new solution (cont.) Tion

— Now it is not allowed for the retailer to charge the cardholder for
any Dancard or Danish issued international debit cards

— It is still allowed for the retailer to charge the cardholder for any
fees on international credit cards (Danish or international issued)

— No fee limit for self service environments

— From 2010: Banks are allowed to increase the fees from the
retailers to cover 50 % of the operating cost for the Dancard
scheme (app. 600 — 750 Mill. DKK annually)
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Results =

— The Easter agreement 2003 would for the Banks have made an
annual revenue of app. 180 Mill. DKK

— The 2005 agreement will annually give the Banks app. 125 Mill. DKK

— The retailer organisations are more divided than ever, since:

— a small and a MEGA supermarket pays the same
— a small speciallity store pays the same as IKEA
— no limits on self service (petrol stations)
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The Future of Dancard =

— The Dancard will survive nicely (at least until 2010)
— There will be no competition for debit cards in Denmark
— People will love it - itis still free

— The Banks will accept the situation - Dancard is still the cheapest
product for them

— There will be very limited joint product development on Dancard

— The two major Banks (Danske Bank and NORDEA) will try to develop
alternatives - like VISA Electron and Maestro - but with limited
success in terms of turn-over
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The Future of Dancard (cont.) Tion

— The politicians will not change anything (until 2010)
— The retailers will accept the situation (as the best possible)

— Dancard will develop solutions for the prepaid area (previous
DANMONT)

— There will not be any major multi-applications developed on
Dancards (until 2010, since the present chip is too small)

— The majority of the POS-terminals will be EMV-based by 2007
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